
-

ttaxwntm ML „,,.„„. HM a

DEC 17 W5 -4 Ifi PM
JKTERSTAtl

RECONSTRUCTION AND CONDITIONAL SALE
AGREEMENT

Dated as of November 1, 1975

among

MERCANTILE-SAFE DEPOSIT AND TRUST COMPANY,
as Agent,

L & N INVESTMENT CORPORATION

and

FIRST SECURITY BANK OF UTAH,
NATIONAL ASSOCIATION,

as Trustee



RECONSTRUCTION AND CONDITIONAL
SALE AGREEMENT dated as of November 1, 1975,
among MERCANTILE-SAFE DEPOSIT AND TRUST COMPANY
(hereinafter called the Vendor) as Agent
under a Participation Agreement dated as
of the date hereof in the form of Exhibit
E hereto (hereinafter called the Participation
Agreement), L & N INVESTMENT CORPORATION (here-
inafter called the Builder) and FIRST SECURITY
BANK OF UTAH, NATIONAL ASSOCIATION, not in
its individual capacity but solely as Trustee
(hereinafter called the Vendee) under a Trust
Agreement dated as of November 1, 1975 (here-
inafter called the Trust Agreement), with
BORG-WARNER EQUITIES CORPORATION (hereinafter
called the Beneficiary).

The Vendee proposes to acquire all right, title
and interest in certain railroad equipment (hereinafter called
the Hulks) from Louisville and Nashville Railroad Company
(hereinafter called the Lessee) pursuant to a Hulk Purchase
Agreement (hereinafter called the Hulk Purchase Agreement)
dated as of November 1, 1975, in substantially the form of
Exhibit D hereto, and will subject the same to a security
interest in favor of the Vendor for the purpose of causing
the Hulks to be reconstructed;

The Vendor will acquire security title to the
Hulks pursuant to a transfer agreement or agreements (herein-
after collectively called the Transfer Agreement) in substan-
tially the form of Exhibit A hereto, for the purpose of
causing the same to be reconstructed as described herein
and thereupon selling its interest in the same to the Vendee
and the Vendee has agreed to purchase the Hulks as so recon-
structed (the reconstructed equipment described in Schedule
A hereto being hereinafter called the Equipment); and

The Hulks will be delivered to the Builder and
the Builder has agreed with the Vendor to cause the Hulks
to be reconstructed in accordance with specifications of
the Vendee and as required hereby to enable delivery of the
Equipment to be made to the Vendee in accordance herewith.

The Vendee and the Lessee are entering into a
Lease of Railroad Equipment, dated as of the date hereof
(hereinafter called the Lease), substantially in the form



of Exhibit.B hereto, pursuant to which the Vendee is leasing
the Equipment to the Lessee, subject to this Agreement, and
the Vendee is assigning for security purposes its rights
in, to and under the Lease to the Vendor pursuant to an
Assignment of Lease and Agreement dated as of the date hereof
(hereinafter called the Lease Assignment), substantially
in the form of Exhibit C hereto. The rights acquired by
the Vendor pursuant to this Reconstruction and Conditional
Sale Agreement shall be and are acquired for the benefit
of the Investors identified in the Participation Agreement
for whom the Vendor is acting as Agent pursuant to the terms
of such Participation Agreement.

NOW, THEREFORE, in consideration of the mutual
promises, covenants and agreements hereinafter set forth,
the parties hereto do hereby agree as follows:

ARTICLE 1. Reconstruction and Sale. Pursuant
to this Agreement, the Builder will cause the Hulks to be
reconstructed into the Equipment as described in Schedule
A hereto and will deliver the Equipment to the Vendee on
behalf of the Vendor and the Vendee will accept delivery
of and pay for the Equipment as hereinafter provided, each
unit of which shall be standard gauge railroad equipment
reconstructed in accordance with the specifications of the
Vendee referred to in Schedule A hereto and in accordance
with such modifications thereof as may be agreed upon in
writing by the parties hereto (which specifications and modi-
fications, if any, are by reference made a part of this
Agreement as fully as though expressly set forth herein and
are hereinafter called the Specifications). The Builder
warrants to the Vendor and the Vendee that the design, quality
and component parts of the Equipment will conform, on the
date of delivery of each thereof, to all Department of Trans-
portation and Interstate Commerce Commission requirements
and specifications, and to all standards recommended by the
Association of American Railroads reasonably interpreted
as being applicable to railroad equipment of the character
of the Equipment as of the date of this Agreement.

ARTICLE 2. Inspection and Delivery. The Builder
will deliver the units of the Equipment, on behalf of the
Vendor, to the Vendee at such point or points within the
United States of America specified in Schedule A hereto
(or if Schedule A hereto does not specify a place or places,
at the place or places designated from time to time by the



Vendee) on or prior to October 15, 1976, freight charges,
if any, prepaid; provided, however, that delivery of any
unit of the Equipment shall not be made until this Agreement,
the Transfer.Agreement, the Lease and the Lease Assignment
have been filed pursuant to Section 20c of the Interstate
Commerce Act. The Builder agrees not to accept for recon-
struction any Hulks not then delivered which the Builder
does not reasonably anticipate will be fully reconstructed
prior to October 15, 1976, or following receipt of written
notice from the Vendee, the Vendor or the Beneficiary (a) of
the occurrence of any event of default as defined in Article
14 hereof or any event (including the commencement of any
proceeding or the filing of any petition of the nature speci-
fied in subparagraphs (c) and (d) of Article 14 hereof) which,
with lapse of time, failure to take affirmative action and/or
demand, could constitute an event of default hereunder shall
have occurred, or (b) that any of the conditions contained
in Paragraphs 6 or 7 of the Participation Agreement have
not been met or waived.

The Builder's obligation as to time of delivery
is subject, however, to delays resulting from causes beyond
the Builder's reasonable control, including but not limited
to acts of God, acts of government such as embargoes, priori-
ties and allocations, war or war conditions, riot or civil
commotion, sabotage, strikes, differences with workmen,
accidents, fire, flood, explosion, damage to plants, equip-
ment or facilities, delays in receiving necessary materials
or delays of carriers or subcontractors.

Notwithstanding the preceding provisions of this
Article 2, the Vendor and the Vendee shall be relieved of
their obligations to purchase and pay for any Equipment
not delivered, accepted and settled for on or prior to the
Cut-Off Date (as defined in Article 3 hereof).

The Builder represents and warrants that: (i)
the Equipment will upon delivery to the Vendee be "rolling
stock, of a domestic railroad corporation subject to Part
I of the Interstate Commerce Act" within the meaning of Sec-
tion 48(a)(2)(B)(ii) of the Internal Revenue Code of 1954
as in effect on the date of the execution and delivery of
this Agreement (hereinafter called the Code); (ii) the Equip-
ment will upon delivery to the Vendee qualify with respect
to that portion of the basis of the Equipment attributable
to reconstruction as "new section 38 property" within the
meaning of Section 48(b) of the Code; (iii) the Vendee will
be entitled to claim upon delivery of the Equipment to it



depreciation deductions with respect to that portion of the
basis of the Equipment attributable to reconstruction in
accordance with any methods listed in Section 167(b) of the
Code and with respect to that portion of the basis of the
Equipment not attributable to reconstruction in accordance
with Section 167(a) of the Code; (iv) at the time of the
delivery of the Equipment to the Vendee, no investment credit,
depreciation or other tax benefit will have been claimed
by any person with respect to the portion of the basis of
the Equipment attributable to reconstruction; (v) the economic
useful life of the Equipment will be at least 14 years and
(vi) the fair market value of the Equipment at the end of
the Lease term will be at least 20% of the Purchase Price
and the Reconstruction Cost (as hereinafter defined) thereof.

During reconstruction, the Equipment shall be
subject to inspection and approval by the authorized inspec-
tors of the Vendee (who may be employees of the Lessee)
and the Builder shall grant to such authorized inspectors
reasonable access to its plant. The Builder agrees to inspect
all materials used in the reconstruction of the Equipment
in accordance with the standard quality control practices
of the Builder. Upon completion of each unit or of a number
of units of the Equipment, such unit or units shall be pre-
sented to an inspector of the Vendee for inspection at the
place specified for delivery of such unit or units, and if
each such unit conforms to the Specifications, requirements
and standards applicable thereto, such inspector or an autho-
rized representative of the Vendee (who may be an employee
of the Lessee) shall execute and deliver to the Builder
a certificate of acceptance (hereinafter called the Certifi-
cate of Acceptance) stating that such unit or units have
been inspected and accepted on behalf of the Vendee and are
marked in accordance with Article 8 hereof; provided, however,
that the Builder shall not thereby be relieved of its warran-
ties set forth or referred to in Article 12 hereof.

ARTICLE 3. Purchase Price and Payment. The cost
of the Hulks (the "Hulk Purchase Price") and the estimated
base reconstruction cost per unit of the Equipment are set
forth in Schedule A hereto. The term "Reconstruction Cost"
as used herein shall mean the base reconstruction cost per
unit set forth in Schedule A hereto, as increased or
decreased by agreement among the Builder, the Vendor and
the Vendee, but the aggregate Reconstruction Cost shall
in no event exceed the lesser of (i) the actual cost to



the Builder of doing the reconstruction work plus a rea-
sonable overhead and profit factor or (ii) $3,964,400 in
the aggregate. The term "Purchase Price" as used herein
means the sum of the Hulk Purchase Price and the Reconstruc-
tion Cost.

For the purpose of settlement therefor, the Equip-
ment shall be divided into not more than four groups of units
of the Equipment unless the Vendee, the Vendor and the Builder
shall otherwise agree (each such group being hereinafter
called a Group). The term "Closing Date" with respect to
any Group shall mean such date not later than October 15,
1976 (herein called the Cut-Off Date), occurring not more
than ten business days following presentation by the Builder
to the Vendee of the invoice and the Certificate or Certifi-
cates of Acceptance for such Group and written notice thereof
by the Builder to the Lessee, as shall be fixed by the Builder
by written notice delivered to the Vendee ar.d the Vendor
at least six business days prior to the Closing Date desig-
nated therein. The term "business days" as used herein means
calendar days, excluding Saturdays, Sundays, holidays and
any other day on which banking institutions in Baltimore,
Maryland or New York, New York, are authorized to remain
closed.

The Vendee hereby acknowledges itself to be indebted
to the Vendor in the amount of, and hereby promises to pay
(and the Builder and the Lessee are hereby constituted third
party beneficiaries of such obligation) in Baltimore Clearing
House funds to the Vendor at such place as the Vendor may
designate, the Purchase Price of each Group of the Equipment,
as follows: •

(a) in 19 semiannual instalments, as hereinafter
provided, an amount (herein called the Conditional Sale
Indebtedness) equal to the lesser of (y) 77% of the
aggregate of the Purchase Prices of the units of the
Equipment in the Group for which settlement is then
being made as set forth in the Invoice or Invoices
therefor (said invoice prices being hereinafter called
the Invoiced Purchase Prices) or (z) the Available Invest-
or's Funds (as defined in the eighth paragraph of this
Article 3); and

(b) on the Closing Date with respect to each Group
an amount (herein called the Down Payment) equal to the
aggregate Purchase Price of such Group, less the amount
payable pursuant to subparagraph (a) of this paragraph;
provided, however, that the Vendee shall not be required



to make such payment unless there shall have been
delivered to the Vendor on or prior to such date the
documents required to be delivered thereto pursuant
to the eighth paragraph of this Article 3.

The instalments of the Conditional Sale Indebted-
ness shall be payable on each April 15 and October 15 com-
mencing April 15, 1977, to and including April 15, 1986, (or,
if any such date is not a business day, on the next succeed-
ing business day ), each such date being hereinafter called a
Payment Date. The unpaid balance of the Conditional Sale
Indebtedness shall bear interest from the Closing Date upon
which such Conditional Sale Indebtedness was incurred at the
rate of 10-1/4% per annum, and such interest shall be payable,
to the extent accrued, on April 15, 1976, October 15, 1976,
and each Payment Date. The instalments of principal payable
on each Payment Date shall be calculated on such a basis that
the amount and allocation of principal and interest payable
on each Payment Date shall be substantially in proportion
to the amount and allocation of principal and interest on
such Payment Date set forth in Schedule I hereto. Promptly
following the earlier of the last Closing Date or the Cut-Off
Date, the Vendee will furnish to the Vendor and the Lessee
a payment schedule showing the respective amounts of princi-
pal and interest payable on each Payment Date.

Interest under this Agreement shall be determined
on the basis of a 360-day year of twelve 30-day months.

The Vendee will pay interest at the rate of 11-1/4%
per annum, to the extent legally enforceable, upon all amounts
remaining unpaid after the same shall have become due and
payable pursuant to the terms hereof, anything herein to
the contrary notwithstanding.

All payments provided for in this Agreement shall
be made in such coin or currency of the United States of
America as at the time of payment shall be legal tender for
the payment of public and private debts. Payments made
in respect of the Purchase Price of Equipment may be in
Baltimore or New York Clearing House funds. The Vendee shall
not have the privilege of prepaying any portion of the Con-
ditional Sale Indebtedness prior to the date it becomes due
provided, however, that the Conditonal Sale Indebtedness
may be prepaid as provided for in Article 6 hereof.

On the Closing Date with respect to each Group,



an amount equal to the Invoiced Purchase Prices of such
Group shall be paid in Baltimore or New York Clearing House
funds by the Vendor to the Builder and the Lessee (as the
seller of the Hulks), as their interests may appear, from
the proceeds of (y) the amount payable by the Vendee pursuant
to clause (b) of the third paragraph of this Article 3 and
(z) the amounts available to the Vendor under and pursuant
to the terms of the Participation Agreement to make payments
on such Closing Date (herein called the Available Investor's
Funds) in amounts equal to the Conditional Sale Indebtedness,
provided that there shall have been delivered to the Vendor
the following documents, in form and substance satisfactory
to it and its special counsel hereinafter mentioned:

(a) the Certificate or Certificates of Acceptance
and the Certificate or Certificates of Delivery contem-
plated by Section 1 of the Lease with respect to the
Equipment in such Group;

(b) invoices of the Builder for the reconstruction
of the Equipment in the Group and of the Lessee for
the Hulks, accompanied by or having endorsed thereon
the approval of the Vendee of the price stated therein
and a certification by the Lessee that the Invoiced
Purchase Prices have been calculated as provided in
the first paragraph of this Article 3 and do not exceed
the prices that would be charged by an independent
car builder for comparable Equipment;

(c) a favorable opinion of counsel for the Builder,
dated as of such Closing Date, stating that at the time
of delivery of the units of the Equipment in such Group
on behalf of the Vendor to the Vendee hereunder, title
to such units were free of all claims, liens, security
interests and other encumbrances of the Builder or
of anyone claiming through the Builder; and

(d) a favorable opinion of counsel for the Lessee,
dated as of such Closing Date, stating that as of such
date, title to the Hulks from which such units of the
Equipment in such Group were reconstructed, was free of
all claims, liens, security interests, security titles
and encumbrances of any nature except for those arising
under this Agreement or the Exhibits hereto.

The obligation of the Vendor to make payment for
the Equipment is expressly conditioned on the Vendee having



made the payment to the Vendor required by subparagraph (b)
of the third paragraph of this Article 3. If on any Closing
Date the Down Payment exceeds 23% of the Purchase Price of
any Group, the Vendee may, by written notice to the Lessee,
the Vendor and the Builder, postpone such Closing Date for
a period of not more than 30 days. Notwithstanding any-
thing to the contrary herein expressed or implied, the par-
ties hereto agree that the Vendor shall have no obligation
with respect to the reconstruction of the Hulks and deliv-
ery of the Equipment hereunder to the Vendee.

Notwithstanding any other provision of this Agree-
ment (including, but not limited to, any provision of Articles
14 and 15 hereof), but not limiting the effect of Article
21 hereof, the Vendor agrees that the liability of the Vendee
or any assignee of the Vendee for all payments to be made
by it under this Agreement, with the exception only of the
payments to be made pursuant to subparagraph (b) of the
third paragraph of Article 3 and the obligations set forth
in the proviso in the third paragraph of Article 11 hereof,
shall not exceed an amount equal to, and shall be payable
only out of, the "income and proceeds from the Equipment",
and such payments shall be made by the Vendee only to the
extent that the Vendee (which term as used in this paragraph
includes the Vendor to the extent payments under the Lease
are made to the Vendor as contemplated therein and any
assignee of the Vendee) shall have actually received suffi-
cient "income or proceeds from the Equipment" to make such
payments. In addition, the Vendor agrees that the Vendee
( i) makes no representation or warranty, and is not respon-
sible for, the due execution, validity or enforceability
of the Lease or any document relating thereto (except for
the due authorization, execution and delivery thereof by
the Vendee) or of any of the Lessee's obligations thereunder
and (ii) shall have no obligation or liability whatsoever
to see to or be responsible for the performance by the Lessee
of any of its agreements, representations, indemnities,
obligations or other undertakings under the Lease; it being
understood that as to all such matters the Vendor will look
solely to the Vendor's rights under this Agreement against
the Equipment and to the Vendor's rights under the Lease
against the Lessee and the Equipment. As used herein, the
term "income and proceeds from "the Equipment" shall mean
(i) if one of the events of default specified in Article
14 hereof shall have occurred and while it shall be contin-
uing, so much of the following amounts as are indefeasibly
received by the Vendee (or the Vendor as assignee of the



Vendee under the Lease) at any time after any such event
and during the continuance thereof: (a) all amounts of
rental and amounts in respect of Casualty Occurrences (as
hereinafter defined in Article 6 hereof) paid for or with
respect to the Equipment pursuant to the Lease and any and
all other payments received under Section 9 or any other
provision of the Lease and (b) any and all payments or
proceeds received by the Vendee under the Lease or received
by the Vendee for or with respect to the Equipment as the
result of the sale, lease or other disposition thereof and
after deducting all costs and expenses of such sale, lease
or other disposition (it being understood and agreed that
all payments of "income and proceeds from the Equipment"
received pursuant to this subclause (i) in excess of the
unpaid Conditional Sale Indebtedness and all other payments
due to the Vendor under this Agreement shall be paid to
the Vendee) and (ii) at any other time only that portion
of the amounts referred to in the foregoing clauses (a)
and (b) as are indefeasibly received by the Vendee (or the
Vendor as assignee of the Vendee under the Lease) and as
shall be required to discharge the portion of the Conditional
Sale Indebtedness (including prepayments thereof required
in respect of Casualty Occurrences) and/or interest thereon,
due and payable on the date such amounts were required to
be paid pursuant to the Lease or as shall be required to
discharge any other payments then due and payable under
this Agreement; it being understood that "income and proceeds
from the Equipment" shall in no event include amounts referred
to in the foregoing clauses (a) and (b) which were received
by the Vendee (or the Vendor as assignee of the Vendee under
the Lease) prior to the existence of such an event of default
which exceeded the amounts required to discharge that portion
of the Conditional Sale Indebtedness (including prepayments
thereof required in respect of Casualty Occurrences) and/or
interest thereon due and payable on the date on which amounts
with respect thereto received by the Vendee were required
to be paid to it pursuant to the Lease or which exceeded
any other payments due and payable under this Agreement
at the time such amounts were due and payable under the
Lease. Notwithstanding anything to the contrary contained
in Articles 14 and 15 hereof, the Vendor agrees that in
the event it shall obtain a judgment against the Vendee for
an amount in excess of the amounts payable by the Vendee
pursuant to the limitations set forth in this paragraph,
it will, accordingly, limit its execution of such judgment
against the Vendee to amounts payable pursuant to the limita-
tions set forth in this paragraph. It is further agreed
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by the parties hereto that nothing contained herein limiting
the liability of the Vendee shall derogate from the right
of the Vendor to proceed against the Equipment as provided
for herein for the full unpaid Purchase Price of the Equipment
and interest thereon and all other payments and obligations
hereunder or to proceed against the Lessee under the Lease
or the Consent.

ARTICLE 4. Title to the Equipment. The Vendor
shall and hereby does retain a security interest in the
Hulks delivered to the Builder hereunder for reconstruction
and shall continue to retain such title during the entire
period that the Hulks are being reconstructed and thereafter
in the Equipment until the Vendee shall have made all its
payments under this Agreement in respect of the Equipment
and shall have kept and performed all its agreements herein
contained in respect thereof, notwithstanding any provision
of this Agreement limiting the liability of the Vendee and
notwithstanding the delivery of the Equipment to and the
possession and use thereof by the Vendee and the Lessee
as provided in this Agreement and the Lease. Any and all
additions to the Hulks and the Equipment, and any and all
parts installed on and additions and replacements made to
any unit of the Hulks prior to their delivery and acceptance
hereunder shall constitute accessions thereto and shall
be subject to all the terms and conditions of this Agreement
and included, in the term "Equipment" as used in this Agreement.

Except as otherwise specifically provided in Article
6 hereof, when and only when the Vendor shall have been
paid the full Conditional Sale Indebtedness, together with
interest and all other payments as herein provided, and
all the Vendee's obligations herein contained shall have
been performed, absolute right to the possession of, title
to and property in the Equipment shall pass to and vest
in the Vendee without further transfer or action on the
part of the Vendor. However, the Vendor, if so requested
by the Vendee at that time, will (a) execute and deliver
to the Vendee a bill or bills of sale for the Equipment
releasing its security interest therein to the Vendee, free
of all claims, rights, liens, security interests and other
encumbrances created or retained hereby, (b) execute and
deliver to the Vendee for filing, recording or depositing
in all necessary public offices, such instrument or instru-
ments in writing as may be necessary or appropriate in order
then to make clear upon the public records the title of
the Vendee to such Equipment and (c) pay to the Vendee any
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money paid to the Vendor pursuant to Article 6 hereof and
not theretofore applied as therein provided. The Vendee
hereby waives and releases any and all rights, existing or
that may be acquired, in or to the payment of any penalty,
forfeit or damages for failure to execute and deliver such
bill or bills of sale or instrument or instruments or to
file any such certificate of payment in compliance with
any law or statute requiring the filing of the same, except
for failure to execute and deliver such bill or bills of
sale or instrument or instruments or to file such certificate
within a reasonable time after written demand by the Vendee.

ARTICLE 5. Taxes^ All payments to be made by
the Vendee hereunder will be free of expense to the Vendor
for collection or other charges and will be free of expense
to the Vendor with respect to the amount of any local, state,
Federal or foreign taxes (other than net income taxes, gross
receipts taxes [except gross receipts taxes in the nature
of or in lieu of sale, use or rental taxes], franchise taxes
measured by net income based upon such receipts, excess
profits taxes and similar taxes) or license fees, assessments,
documentary stamp taxes, charges, fines or penalties (all
such expenses, taxes, license fees, asessments, charges,
fines and penalties being hereinafter called impositions)
hereafter levied or imposed upon or in connection with or
measured by this Agreement or any sale, rental, use, payment,
shipment, delivery or transfer of title under the terms
hereof, all of which impositions the Vendee assumes and
agrees to pay on demand »in addition to the Purchase Price
of the Equipment. The Vendee will also pay promptly all
impositions which may be imposed upon the Equipment delivered
to it or for the use or operation thereof or upon the earnings
arising therefrom or upon the Vendor solely by reason of
its ownership thereof and will keep at all times all and
every part of the Equipment free and clear of all impositions
which might in any way affect the security interest of the
Vendor or result in a lien upon any part of the Equipment;
provided, however, that the Vendee shall be under no obli-
gation to pay any impositions of any kind so long as it
is contesting in good faith (after written notice to the
Vendor) and by appropriate legal proceedings such impositions
and the nonpayment thereof does not, in the opinion of the
Vendor, adversely affect the title, property or rights of
the Vendor in or to the Equipment or otherwise under this
Agreement. If any impositions shall have been charged or
levied against the Vendor directly and paid by the Vendor,
the Vendee shall reimburse the Vendor upon presentation of
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an invoice therefor, and any amounts so paid by the Vendor
shall be secured by and under this Agreement; provided,
however, that the Vendee shall not be obligated to reimburse
the Vendor for any impositions so paid unless the Vendor
shall have been legally liable with respect thereto (as
evidenced by an opinion of counsel for the Vendor) or unless
the Vendee shall have approved the payment thereof.

ARTICLE 6. Maintenance and Repair; Casualty Occur-
rences. The Vendee agrees that, at its own cost and expense,
it will maintain and keep each unit of the Equipment in
good order, repair and condition.

In the event that any unit of the Equipment shall
be or become worn out, lost, stolen, destroyed or, in the
opinion of the Lessee, irreparably damaged, from any cause
whatsoever, or taken or requisitioned by condemnation or
by the United States government for a stated period which
shall exceed the then remaining term of the Lease or for
an indefinite period, but only when such indefinite period
shall exceed the term of the Lease, or by any other govern-
mental entity resulting in loss of possession by the Lessee
for a period of 90 consecutive days or until the end of
the term of the Lease (each such occurrence being herein
called a Casualty Occurrence), the Vendee shall, within
thirty days after it shall have determined that such unit
has suffered a Casualty Occurrence, cause the Vendor to
be fully informed in regard thereto. Notwithstanding any
such Casualty Occurrence, the Vendee shall continue making
payment of all instalments of principal and interest in
respect of such unit until the next succeeding date for
the payment of interest on the Conditional Sale Indebtedness
(hereinafter called a Casualty Payment Date). On such date
the Vendee shall, subject to the provisions of the last
paragraph of Article 3 hereof, pay to the Vendor a sum equal
to the Casualty Value (as hereinafter defined in this Article
6) of such unit suffering a Casualty Occurrence as of the
date of such payment and shall file, or cause to be filed,
with the Vendor a certificate setting forth the Casualty
Value of such unit. Any money paid to the Vendor pursuant
to this paragraph shall be applied on the date that such
Casualty Value is paid (after the payment of the interest
and principal due on such date) to prepay without penalty
or premium, ratably in accordance with the unpaid balance
of each instalment, the Conditional Sale Indebtedness and
the Vendee will promptly furnish to the Vendor and the Lessee
a revised schedule of payments of principal and interest
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thereafter to be made, in such number of counterparts as
the Vendor may request.

Upon payment by the Vendee to the Vendor of the
Casualty Value of any unit of the Equipment having suffered
a Casualty Occurrence, absolute right to the possession of,
title to and property in such unit shall pass to and vest
in the Vendee, without further transfer or action on the
part of the Vendor, except that the Vendor, if requested
by the Vendee, will execute and deliver to the Vendee,
at the expense of the Vendee, an appropriate instrument,
confirming such passage to the Vendee of all the Vendor's
right, title and interest, and the release of the Vendor's
security interest, in such unit, in recordable form, in
order that the Vendee may make clear upon the public records
the title of the Vendee to such unit.

The Casualty Value of each unit of the Equipment
suffering a Casualty Occurrence shall be deemed to be that
portion of the original Conditional Sale Indebtedness with
respect to such unit remaining unpaid on the date as of
which such Casualty Value shall be determined (without giving
effect to any prepayment or prepayments theretofore made
under this Article with respect to any other Unit), plus
interest accrued thereon but unpaid as of such date. For
the purpose of this paragraph, each payment of Conditional
Sale Indebtedness in respect of Equipment made pursuant
to Article 3 hereof shall be deemed to be a payment on each
unit of the Equipment in like proportion as the original
Purchase Price of such unit bears to the aggregate original
Purchase Price of all the units of Equipment.

If the Vendor shall receive any insurance proceeds
or condemnation payments in respect of such units suffering
a Casualty Occurrence, the Vendor shall, subject to the
Vendor having received payment of the Casualty Value here-
under, pay such insurance proceeds or condemnation payments
to the Vendee. All insurance proceeds or condemnation pay-
ments received by the Vendor in respect of any unit or units
of Equipment not suffering a Casualty Occurrence shall be
paid to the Vendee upon proof satisfactory to the Vendor
that any damage to such unit in respect of which such pro-
ceeds were paid has been fully repaired.

ARTICLE 7. Reports and Inspections. On or before
March 31 in each year, commencing with the calendar year
1976, the Vendee shall cause to be furnished to the Vendor
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an accurate statement setting forth as of the preceding
December 31 the amount, description and numbers of the Equip-
ment (a) then covered hereby, (b) that have suffered a Casu-
alty Occurrence during the preceding 12 months (or since the
date of this Agreement in the case of the first such state-
ment) and (c) then undergoing repairs (other than running
repairs) or then withdrawn from use pending such repairs
and setting forth such other information regarding the con-
dition and state of repair of the Equipment as the Vendor
may reasonably request and stating that, in the case of
all Equipment repaired or repainted during the period covered
by such statement, such Equipment is marked as required by
Article 8 hereof. The Vendor shall have the right, by its
agents, to inspect the Equipment and the Lessee's records
with respect thereto at such reasonable times as the Vendor
may request during the continuance of this Agreement.

ARTICLE 8. Marking of Equipment. The Vendee
will cause each unit of the Equipment to be kept numbered
with its identifying number as set forth in Schedule A
hereto, or, in the case of Equipment not there listed,
such identifying number as shall be set forth in any amendment
or supplement hereto extending this Agreement to cover such
Equipment, and will keep and maintain, plainly, distinctly,
permanently and conspicuously marked on each side of each
unit, in letters not less than seven-sixteenths of one inch
in height, the following legend: "Ownership Subject to
a Security Agreement filed under the Interstate Commerce
Act, Section 20c" or other appropriate words designated
by the Vendor, with appropriate changes thereof and additions
thereto as from time to time may be required by law in order
to protect the Vendor's title to and property in the Equipment
and its rights under this Agreement. The Vendee will not per-
mit any such unit to be placed in operation or exercise any
control over the same until such legend shall have been so
marked on both sides thereof and will replace or will cause
to be replaced promptly any such legend which may be removed,
obliterated, defaced or destroyed. The Vendee will not
permit the identifying number of any unit of the Equipment
to be changed except in accordance with a statement of a
new number or numbers to be substituted therefor, which
statement previously shall have been filed with the Vendor
and filed, recorded and deposited by the Vendee in all public
offices where this Agreement shall have been filed, recorded
and deposited.

Except as provided in the immediately preceding
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paragraph, the Vendee will not allow the name of any person,
association or corporation to be placed on any unit of the
Equipment as a designation that might be interpreted as
a claim of ownership; provided, however, that the Vendee
may allow the Equipment to be lettered with the names or
initials or other insignia customarily used by the Lessee
or its affiliates on railroad equipment used by them of
the same or a similar type for convenience of identification
of the rights of the Lessee or its affiliates to use the
Equipment as permitted under the Lease.

ARTICLE 9. Compliance with Laws and Rules. During
the term of this Agreement, the Vendee will comply, and will
cause every lessee or user of the Equipment to comply, in all
respects (including, without limitation, with respect to
the use, maintenance and operation of the Equipment) with
all laws of the jurisdictions in which its or such lessees'
operations involving the Equipment may extend, with the inter-
change rules of the Association of American Railroads and with
all lawful rules of the Department of Transportation, the
Interstate Commerce Commission and any other legislative,
executive, administrative or judicial body exercising any
power or jurisdiction over the Equipment, and in the event
that such laws or rules require any alteration, replacement
or modification, of or to any part on any unit of the Equip-
ment, the Vendee will conform therewith at its own expense;
provided, however, that the Vendee may, in good faith,
contest the validity or application of any such law or rule
in any reasonable manner which does not, in the opinion
of the Vendor, adversely affect the property or rights of
the Vendor under this Agreement.

ARTICLE 10. Possession and Use. The Vendee, so
long as an event of default shall not have occurred and be
continuing under this Agreement, shall be entitled, from
and after delivery of the Equipment to the Vendee, to the
possession of the Equipment and the use thereof, but only
upon and subject to all the terms and conditions of this
Agreement.

The parties hereto acknowledge that the Vendee
simultaneously herewith is leasing the Equipment to the Les-
see as provided in the Lease, and the rights of the Lessee
and its permitted assigns under the Lease shall be sub-
ordinated and junior in rank to the rights, and shall be
subject to the remedies, of the Vendor under this Agree-
ment. The Lease shall not be amended or terminated (except
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in accordance with its terms) without the prior written
consent of the Vendor.

Subject to the provisions of the preceding paragraph
of this Article 10, the Equipment may be used upon the lines
of railroad owned or operated by the Lessee or any affiliate
of the Lessee (or any other railroad company approved by the
Vendor) or upon lines of railroad over which the Lessee or
any such affiliate has trackage or other operating rights,
or over which railroad equipment of the Lessee or any such
affiliate is regularly operated pursuant to contract, and
the Equipment may be used upon connecting and other carriers
in the usual interchange of traffic or equipment, but only
upon and subject to all the terms and conditions of this
Agreement; provided, however, that the Vendee shall not
assign or permit the assignment of any unit of the Equipment
to service involving the regular operation and maintenance
thereof outside the United States of America. Except as
otherwise provided in the Lease, the Vendee may also lease
the Equipment to any other railroad company with the prior
written consent of the Vendor; provided, however, that (i)
such lease shall provide that the rights of such lessee
are made expressly subordinate to the rights and remedies
of the Vendor under this Agreement, (ii) such lessee shall
expressly agree not to assign or permit the assignment of
any unit of the Equipment to service involving the regular
operation and maintenance thereof outside the United States
of America and (iii) a copy of such lease shc.ll be furnished
to the Vendor.

ARTICLE 11. Prohibition Against Liens. The Ven-
dee will pay or discharge any and all sums claimed by any
party from, through or under the Vendee or its successors
or assigns which, if unpaid, might become a lien, charge,
security interest or other encumbrance upon or with respect
to the Equipment, or any unit thereof, or the Vendee's inter-
ests in the Lease or the payments due and to become due there-
under, or any part thereof, equal to or superior to the Ven-
dor's security interest therein, and will promptly discharge
any such lien, charge, security interest or other encumbrance
which arises, but shall not be required to pay or discharge
any such claim so long as the validity thereof shall be con-
tested in good faith and by any appropriate legal proceedings
in any reasonable manner and the nonpayment thereof does not,
in the opinion of the Vendor, adversely affect the property
or rights of'the Vendor in or to the Equipment or otherwise
under this Agreement. Any amounts paid by the Vendor in dis-
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charge of liens, charges or security interests upon the
Equipment shall be secured by and under this Agreement.

This covenant will not be deemed breached by reason
of liens for taxes, assessments or governmental charges or
levies, in each case not due and delinquent, or undetermined
or inchoate materialmen1s, mechanics', workmen's, repairmen's
or other like liens arising in the ordinary course of busi-
ness and, in each case, not delinquent.

The foregoing provisions of this Article 11 shall
be subject to the limitations set forth in the last para-
graph of Article 3 hereof and the provisions of Article 21
hereof; provided, however, that the Vendee will pay or dis-
charge any and all claims, liens, charges or security inter-
ests claimed by any party from, through or under the Vendee
or the Beneficiary or their respective successors or assigns,
not arising out of the transactions contemplated hereby (but
including tax liens arising out of the receipt of the income
and proceeds from the Equipment), equal or superior to the
Vendor's security interest therein, which, if unpaid, might
become a lien, charge or security interest on or with respect
to the Equipment, or any unit thereof, or the Vendee's inte-
rest in the Lease and the payments to be made thereunder, but
the Vendee shall not be required to pay or discharge any such
claim so long as the validity thereof shall be contested in
good faith and by appropriate legal or administrative proceed-
ings in any reasonable manner and the nonpayment thereof does
not, in the opinion of the Vendor, adversely affect the secu-
rity interest of the Vendor in or to the Equipment or otherwise
under this Agreement or in and to the Lease and the payments
to be made thereunder.

ARTICLE 12. Indemnities and Warranties. The
Vendee agrees to indemnify, protect and hold harmless
the Vendor from and against all losses, damages, injuries,
liabilities, claims and demands whatsoever, regardless of
the cause thereof, and expenses in connection therewith,
including but not limited to counsel fees and expenses,
penalties and interest, arising out of or as the result
of the entering into or the performance of this Agreement,
the retention by the Vendor of security title to or a security
interest in the Equipment, the ordering, acquisition, use,
operation, condition, purchase, delivery, rejection, storage
or return of any of the Equipment, any accident in connection
with the operation, use, condition, possession, storage
or return of any of the Equipment resulting in damage to
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property or injury or death to any person during the period
when title thereto remains in the Vendor or the transfer
of title to the Equipment by the Vendor pursuant to any
of the provisions of this Agreement, except, however, any
losses, damages, injuries, liabilities, claims and demands
whatsoever arising out of any tort, breach of warranty or
failure to perform any covenant hereunder by the Builder.
This covenant of indemnity shall continue in full force and
effect notwithstanding the full payment of the indebtedness
in respect of the Purchase Price of, and the release of
the security interest in, the Equipment, as provided in
the last paragraph of Article 4 hereof, or the termination
of this Agreement in any manner whatsoever.

The Vendee will bear the responsibility for and
risk of, and shall not be released from its obligations
hereunder in the event of, any damage to or the destruc-
tion or loss of any unit of or all the Equipment.

.THE VENDOR MAKES NO WARRANTIES WHETHER WRITTEN,
ORAL, STATUTORY OR IMPLIED, INCLUDING THE WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE, WITH
RESPECT TO THE HULKS OR THE EQUIPMENT OR IN CONNECTION
WITH THIS AGREEMENT OR THE DELIVERY AND SALE OF THE EQUIP-
MENT HEREUNDER.

The Builder warrants that the Hulks will be recon-
structed in accordance with the'Specifications and standards
set forth or referred to in Article 1 hereof and warrants
that the Equipment will be free from defects in material or
workmanship or design under normal use and service. THIS
WARRANTY IS EXPRESSLY IN LIEU OF ALL OTHER WARRANTIES, WITH
RESPECT TO RECONSTRUCTION, EXPRESSED OR IMPLIED, INCLUDING
ANY IMPLIED WARRANTY OF MERCHANTABILITY OR FITNESS FOR
A PARTICULAR PURPOSE. The Builder agrees to and does hereby,
to the extent legally possible without impairing any claim,
right or cause of action hereinafter referred to, transfer,
assign, set over and deliver to the Vendor and, subject
to the rights of the Vendor under this Agreement, to the
Vendee, every claim, right and cause of action which the
Builder has or hereafter shall have against any party who
shall perform any of the reconstruction of the Hulks and the
Builder agrees to execute and deliver to the Vendor and the
Vendee all and every such further assurance as may be reason-
ably requested more fully to effectuate the assignment, trans-
fer and delivery of every such claim, right and cause of
action.



19

The Builder agrees to indemnify, protect and hold
harmless the Vendor from and against any and all liability,
claims, demands, costs, charges and expenses, including roy-
alty payments and counsel fees, in any manner imposed upon
or accruing against the Vendor (i) because of the use in or
about the construction or operation of the Equipment or the
reconstruction of the Hulks, or any unit thereof, of any
design, article or material infringing or claimed to infringe
on any patent or other right or (ii) arising out of any
accident or tort in connection with the reconstruction, opera-
tion, use, condition, possession or storage by the Builder
of any of the Hulks or any unit of the Equipment resulting
in damage to property or injury or death to any person.
The Vendor will give notice to the Builder of any claim
known to it from which liability may be charged against
the Builder under this paragraph.

The warranties and indemnities contained or referred
to in this Article 12 and in any other Articles hereof and all
other covenants and obligations of the Builder contained in
this Agreement shall inure to the benefit of, and be enforce-
able by, any lessor, lessee, assignee or transferee of this
Agreement or of any units of the Equipment reconstructed by
the Builder hereunder.

ARTICLE 13. Assignments. The Vendee will not
(a) except as provided in Article 10 hereof or in the Trust
Agreement, transfer the right to possession of any unit
of the Equipment or (b) sell, assign, transfer or otherwise
dispose of its rights under this Agreement unless such sale,
assignment, transfer or disposition (i) is made expressly
subject in all respects to the rights and remedies of the
Vendor hereunder (including without limitation, rights and
remedies against the Vendee) and (ii) provides that the
Vendee shall remain liable for all the obligations of the
Vendee under this Agreement.

All or any of the rights, benefits and advantages
of the Vendor under this Agreement, including the right to
receive the payments herein provided to be made by the Ven-
dee, may be assigned by the Vendor and reassigned by any
assignee at any time or from time to time. No such assign-
ment shall subject any assignee to, or relieve the Builder
from, any of the obligations of the Builder to reconstruct
and deliver the Equipment in accordance herewith or to
respond to its warranties and indemnities contained or
referred to in Article 12 hereof or relieve the Vendee of
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its obligations to the Builder contained or referred to
in this Agreement.

Upon any such assignment, either the assignor or
the assignee shall give written notice to the Vendee,
together with a counterpart or copy of such assignment,
stating the identity and post office address of the assignee,
and such assignee shall, by virtue of such assignment,
acquire all the assignor's right, title and interest in and
to the Equipment and this Agreement, or in and to a portion
thereof, as the case may be, subject only to such reserva-
tions as may be contained in such assignment. From and
after the receipt by the Vendee of the notification of any
such assignment, all payments thereafter to be made by the
Vendee under this Agreement shall, to the extent so assigned,
be made to the assignee in such manner as it may direct.

ARTICLE 14. Defaults. In the event that any one
or more of the following events of default shall occur and
be continuing (without regard to the limitations provided
for in the last paragraph of Article 3 hereof or in Article
21 hereof) to wit:

(a) : the Vendee shall fail to pay in full any sum
payable by the Vendee when payment thereof shall be
due hereunder and such default shall continue for ten
days; or

(b) the Vendee shall, for more than 30 days
after the Vendor shall have demanded in writing per-
formance thereof, fail or refuse to comply with any
other covenant, agreement, term or provision of this
Agreement or of any agreement entered into concur-
rently herewith relating to the financing of the
Equipment, on its part to be kept and performed or
to make provision satisfactory to the Vendor for
such compliance; or

(c) a petition for reorganization under Section
77 of the Bankruptcy Act, as now constituted or as
said Section 77 may be hereafter amended, shall be
filed by or against the Lessee and, unless such peti-
tion shall have been dismissed, nullified, stayed or
otherwise rendered ineffective (but then only so long
as such stay shall continue in force or such ineffec-
tiveness shall continue), all the obligations of the
Lessee under the Lease shall not have been and shall
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not continue to have been duly assumed in writing,
pursuant to a court order or decree, by a trustee
or trustees appointed in such proceedings (whether or
not subject to ratification) in such manner that such
obligations shall have the same status as obligations
incurred by such trustee or trustees, within 30 days
after such appointment, if any, or 60 days after such
petition shall have been filed, whichever shall be
earlier; or

(d) any proceeding shall be commenced by or against
the Vendee, the Beneficiary or the Lessee for any relief
under any bankruptcy or insolvency laws/ or laws relating
to the relief of debtors, readjustment of indebtedness,
reorganizations, arrangements, compositions or extensions
(other than a law which does not permit any readjust-
ment of the obligations hereunder or under the Lease,
the Lease Assignment, the Consent or the Participation
Agreement of the Vendee, the Beneficiary or the Lessee,
as the case may be), and, unless such proceedings shall
have been dismissed, nullified, stayed or otherwise
rendered ineffective (but then only so long as such
stay shall continue in force or such ineffectiveness
shall continue), all the obligations of the Vendee,
the Beneficiary or the Lessee under this Agreement,
the Lease, the Lease Assignment, the Consent and/or
the Participation Agreement, as the case may be, shall
not have been duly assumed in writing, pursuant to
a court order or decree, by a trustee or trustees or
receiver or receivers appointed (whether or not subject
to ratification) for the Vendee, the Beneficiary or
the Lessee, as the case may be, or for its or their
property in connection with any such proceedings in
such manner that such obligations have the same status
as expenses of administration and obligations incurred
by such trustee or trustees or receiver or receivers,
within 30 days after such appointment, if any, or 60
days after such proceedings shall have been commenced,
whichever shall be earlier; or

(e) the Vendee shall make or permit any unauthor-
ized assignment or transfer of this Agreement or any
interest herein or any unauthorized transfer of the
right to possession of any unit of the Equipment; or

(f) an Event of Default shall occur under the
Lease;
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then at any time after the occurrence of such an event of
default the Vendor may upon written notice to the Vendee
and the Beneficiary and upon compliance with any legal
requirements then in force and applicable to such action
by the Vendor, (i) cause the term of the Lease immediately
upon such notice to terminate (and the Vendee acknowledges
the right of the Vendor to terminate the Lease) but without
affecting the indemnities or other agreements of the Lessee
which by the -provisions of the Lease survive the termination
of its term and/or (ii) declare (hereinafter called a Declara-
tion of Default) the entire unpaid Conditional Sale Indebted-
ness together with the interest thereon then accrued and
unpaid, immediately due and payable, without further demand,
and thereafter the aggregate of the unpaid balance of such
indebtedness and interest shall bear interest from the date
of such Declaration of Default at the rate per annum speci-
fied in Article 3 hereof as being applicable to amounts
remaining unpaid after becoming due and payable, to the extent
legally enforceable. Upon a Declaration of Default, subject
to Article 3 hereof, the Vendor shall be entitled to recover
judgment for the entire unpaid balance of the Conditional
Sale Indebtedness, with interest as aforesaid, and to collect
such judgment out of any property of the Vendee, subject to
the limitations of Articles 3 and 21 hereof, wherever situ-
ated. The Vendee agrees to promptly notify the Vendor of any
event of which it has knowledge which constitutes, or with
the giving of notice and/or lapse of time could constitute,
an event of default under this Agreement.

Anything in this Agreement to the contrary notwith-
standing, in the case of any event of default occurring
due to the failure of the Lessee to make a payment of rental
pursuant to Section 2 of the Lease, the Vendor shall not if
the Beneficiary shall not theretofore during the term of the
Lease have exercised its right to cure provided hereinafter,
without the prior written consent of the Beneficiary, exercise
any remedy or remedies provided herein or in the Lease in
respect thereof during a 30-day period next following the
giving of written notice to the Beneficiary constituting
a Declaration of Default as provided above. During such
30-day period the Beneficiary shall have the right to cure
on behalf of the Lessee the Event of Default under the Lease
resulting from such failure to make the rental payment;
provided, however, such right to cure may not be exercised
more than one time during the term of the Lease. No party
exercising any right to cure an event of default pursuant
to this paragraph shall obtain any lien, charge, encumbrance
of any kind upon the Equipment or any rentals or other amounts
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payable therefor under the Lease in respect of any sums
paid in connection with the exercise of such right or the
curing of such default, nor shall any claims of such party
against the Lessee or the repayment of such sums so advanced
impair the prior right of the Vendor to the sums payable
by the Lessee under the Lease. The rights provided in this
paragraph shall be in addition to, and shall not be construed
to limit, the rights of the Vendee set forth in the fourth
paragraph of Article 15 hereof.

The Vendor may, at its election, waive any such
event of default and its consequences and rescind and annul
any Declaration of Default or notice of termination of the
Lease by notice to the Vendee in writing to that effect,
and thereupon the respective rights of the parties shall
be as they would have been if no such event of default had
occurred and no Declaration of Default or notice of ter-
mination of the Lease had been made or given. Notwith-
standing the provisions of this paragraph, it is expressly
understood and agreed by the Vendee that time is of the
essence of this Agreement and that no such waiver, rescis-
sion or annulment shall extend to or affect any other or
subsequent default or impair any rights or remedies con-
sequent thereon.

ARTICLE 15. Remedies. At any time during the
continuance of a Declaration of Default, the Vendor may,
upon such further notice and action, if any, as may be
required for compliance with any mandatory legal require-
ments then in force and applicable to the action to be taken
by the Vendor, take or cause to be taken, by its agent or
agents, immediate possession of the Equipment, or one or
more of the units thereof, without liability to return to
the Vendee any sums theretofore paid and free from all claims
whatsoever, except as hereinafter in this Article 15 expressly
provided, and may remove the same from possession and use of
the Vendee, the Lessee or any other person and for such
purpose may enter upon the premises of the Vendee or the
Lessee or any other premises where the Equipment may be
located and may use and employ in connection with such removal
any supplies, services and aids and any available trackage
and other facilities or means of the Vendee or the Lessee,
subject to all mandatory requirements of due process of
law.

In case the Vendor shall demand possession of the
Equipment pursuant to this Agreement and shall designate
a reasonable point or points for the delivery of the Equipment
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to the Vendor, the Vendee shall, at its own.expense and risk:

(a) forthwith and ,,,in the usual manner (including,
but not by way of limitation, causing prompt telegraphic
and written notice to be given to the Association of
American Railroads and all railroads to which any unit
or units of the Equipment have been interchanged to
return the unit or units so interchanged) cause the
Equipment to be placed upon such storage tracks of
the Lessee as the Vendor reasonably may designate;

(b) permit the Vendor to store the Equipment
on such tracks at the risk of the Vendee without
charge for rent or storage until the Equipment has
been sold, leased or otherwise disposed of by the
Vendor; and

(c) cause the Equipment to be transported to
any reasonable place on the lines of railroad operated
by the Lessee or any of its affiliates or to any con-
necting carrier for shipment, all as directed by the
Vendor.

During any storage period, the Vendee will, at its own cost
and expense, insure, maintain and keep each such unit in
good order and repair and will permit the inspection of
the Equipment by the Vendor, the Vendor's representatives
and prospective purchasers, lessees and users. This agreement
to deliver the Equipment and furnish facilities as hereinbefore
provided is of the essence of the agreement between the
parties,.and, upon application to any court of equity having
jurisdiction in the premises, the Vendor shall be entitled
to a decree against the Vendee requiring specific performance
hereof. The Vendee hereby expressly waives any and all
claims against the Vendor and its agent or agents for damages
of whatever nature in connection with any retaking of any
unit of the Equipment in any reasonable manner.

At any time during the continuance of a Declara-
tion of Default, the Vendor (after retaking possession of
the Equipment as hereinbefore in this Article 15 provided)
may, at its election and upon such notice as is hereinafter
set forth,; retain the Equipment in satisfaction of the entire
Conditional Sale Indebtedness and make such disposition
thereof as the Vendor shall deem fit. Written notice of
the Vendor's election to retain the Equipment shall be given
to the Vendee by telegram or registered mail, addressed as
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provided in Article 20 hereof, and to any other persons to
whom the law may require notice, within 30 days after such
Declaration of Default. In the event that the Vendor should
elect to retain the Equipment and no objection is made thereto
within the 30-day period described in the second proviso
below, all the Vendee's rights in the Equipment shall there-
upon terminate and all payments made by the Vendee may be
retained by the Vendor as compensation for the use of the
Equipment; provided, however, that if the Vendee, before
the expiration of the 30-day period described in the proviso
below, should pay or cause to be paid to the Vendor the
total unpaid balance of the indebtedness in respect of the
Purchase Price of the Equipment, together with interest
thereon accrued and unpaid and all other payments due under
this Agreement, then in such event absolute right to the
possession of, title to and property in the Equipment shall
pass to and vest in the Vendee; provided, further, that
if the Vendee or any other persons notified under the terms
of this paragraph object in writing to the Vendor within
30 days from the receipt of notice of the Vendor's election
to retain the Equipment, then the Vendor may not so retain
the Equipment, but shall sell, lease or otherwise dispose
of it or continue to hold it pending sale, lease or
other disposition as hereinafter provided or as may other-
wise be permitted by law. If the Vendor shall not have
given notice to retain as hereinabove provided or notice
of intention to dispose of the Equipment in any other man-
ner, it shall be deemed to have elected to sell the Equip-
ment in accordance with the provisions of this Article 15.

At any time during the continuance of a Declara-
tion of Default, the Vendor, with or without retaking pos-
session thereof, at its election and upon reasonable notice
to the Vendee and any other persons to whom the law may
require notice of the time and place, may sell the Equip-
ment, or one or more of the units thereof, free from any
and all claims of the Vendee or any other party claiming
from, through or under the Vendee at law or in equity, at
public or private sale and with or without advertisement
as the Vendor may determine; provided, however, that if,
prior to such sale and prior to the making of a contract
for such sale, the Vendee should tender full payment of
the total unpaid balance of the indebtedness in respect
of the Purchase Price of the Equipment, together with inter-
est thereon accrued and unpaid and all other payments due
under this Agreement as well as expenses of the Vendor in
retaking possession of, removing, storing, holding and
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preparing the Equipment for, and otherwise arranging for,
the sale and the Vendor's reasonable attorneys' fees, then
in such event absolute right to the possession of, title
to and property in the Equipment shall pass to and vest
in the Vendee. The proceeds of such sale or other dispo-
sition, less the attorneys' fees and any other expenses
incurred by the Vendor in retaking possession of, removing,
storing, holding, preparing for sale and selling or otherwise
disposing of the Equipment, shall be credited on the amount
due to the Vendor under the provisions of this Agreement.

Any sale hereunder may be held or conducted at
New York, New York, at such time or times as the Vendor
may specify (unless the Vendor shall specify a different
place or places, in which case the sale shall be held at
such place or places as the Vendor may specify), in one
lot and as an entirety or in separate lots and without
the necessity of gathering at the place of sale the prop-
erty to be sold, and in general in such manner as the
Vendor may determine, so long as such sale shall be in a
commercially reasonable manner. The Vendor, or the Ven-
dee may bid for and become the purchaser of the Equipment,
or any unit thereof, so offered for sale. The Vendee shall
be given written notice of such sale not less than ten days
prior thereto by telegram or registered mail, addressed as
provided in Article 20 hereof. If such sale shall be a pri-
vate sale (which shall be deemed to mean only a sale where
an advertisement for bids has not been published in a news-
paper of general circulation or a sale where less than 40
railroads have been solicited in writing to submit bids),
it shall be subject to the right of the Vendee to purchase
or provide a purchaser, within ten days after notice of
the proposed sale price, at the same price offered by the
intending purchaser or a better price. In the event that
the Vendor shall be the purchaser thereof, it shall not
be accountable to the Vendee (except to the extent of sur-
plus money received as hereinafter provided in this Article
15), and in payment of the purchase price therefor the Vendor
shall be entitled to have credited on account thereof all
sums due to the Vendor hereunder. From and after the date
of any such sale, the Vendee shall pay the Vendor an amount
equal to interest (at the rate specified in Article 3 hereof
as being applicable to amounts remaining unpaid after becoming
due and payable) on the unpaid Conditional Sale Indebtedness
with respect to each unit of Equipment which shall not have
been assembled as hereinafter provided, by the date of such
sale for each day from the date of such sale to the date
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of delivery to the purchaser at such sale.

Each and every power and remedy hereby specifically
given to the Vendor shall be in addition to every other power
and remedy hereby specifically given or now or hereafter
existing at law or in equity, and each and every power and
remedy may be exercised from time to time and simultaneously
and as often and in such order as may be deemed expedient
by the Vendor. All such powers and remedies shall be cumula-
tive, and the exercise of one shall not be deemed a waiver
of the right to exercise any other or others. No delay or
omission of the Vendor in the exercise of any such power or
remedy and no renewal or extension of any payments due here-
under shall impair any such power or remedy or shall be con-
strued to be a waiver of any default or an acquiescence
therein. Any extension of time for payment hereunder or
other indulgence duly granted to the Vendee shall not other-
wise alter or affect the Vendor's rights or the Vendee's
obligations hereunder. The Vendor's acceptance of any pay-
ment after it shall have become due hereunder shall not be
deemed to alter or affect the Vendee's obligations or the
Vendor's rights hereunder with respect to any subsequent
payments or default therein.

If, after applying all sums of money realized
by the Vendor under the remedies herein provided, there
shall remain any amount due to it under the provisions of
this Agreement, the Vendee shall, subject to the provisions
of the last paragraph of Article 3 hereof, pay the amount
of such deficiency to the Vendor upon demand, together with
interest from the date of such demand to the date of payment,
at the highest prime rate of interest charged by any of the
four New York City banks having the largest total assets
in effect on the date such demand was made, and, if the
Vendee shall fail•to pay such deficiency, the Vendor may
bring suit therefor and shall, subject to the limitations
of the last paragraph of Article 3 hereof, be entitled to
recover a judgment therefor against the Vendee. If, after
applying as aforesaid all sums realized by the Vendor, there
shall remain a surplus in the possession of the Vendor,
such surplus shall be paid to the Vendee.

The Vendee will pay all reasonable expenses,
including attorneys' fees, incurred by the Vendor in enforc-
ing its remedies under the terms of this Agreement. In the
event that the Vendor shall bring any suit to enforce any
of its rights hereunder and shall be entitled to judgment.
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then in such suit the Vendor may recover reasonable expenses,
including reasonable attorneys' fees, and the amount thereof
shall be included in such judgment.

The foregoing provisions of this Article 15 are
subject in all respects to all mandatory legal requirements
at the time in force and applicable thereto,

ARTICLE 16. Applicable State Laws. Any provi-
sion of this Agreement prohibited by any applicable law of
any jurisdiction (which is not overridden by applicable
federal law) shall as to such jurisdiction be ineffective,
without modifying the remaining provisions of this Agreement.
Where, however, the conflicting provisions of any such applic-
able law may be waived, they are hereby waived by the Vendee
to the full extent permitted by law, it being the intention
of the parties hereto that this Agreement shall be deemed
to be a conditional sale and enforced as such.

Except as otherwise provided in this Agreement,
the Vendee, to the full extent permitted by law, hereby
waives all statutory or other legal requirements for any
notice of any kind, notice of intention to take possession
of or to sell or lease the Equipment, or any one or more
units thereof, and any other requirements as to the time,
place and terms of the sale or lease thereof, any other
requirements with respect to the enforcement of the Vendor's
rights under this Agreement and any and all rights of redemp-
tion .

ARTICLE 17. Recording. The Vendee will cause
this Agreement, any assignments hereof and any amendments
or supplements hereto or thereto to be filed and recorded in
accordance with Section 20c of the Interstate Commerce Act;
and the Vendee will from time to time do and perform any
other act and will execute, acknowlege, deliver, file,
register, deposit and record any and all further instru-
ments required by law or reasonably requested by the Vendor
for the purpose of proper protection, to the satisfaction
of special counsel for the Vendor, of its security title
to the Equipment and its rights under this Agreement or for
the purpose of carrying out the intention of this Agreement;
and the Vendee will promptly furnish to the Vendor certifi-
cates or other evidence of such filing, registering, deposit-
ing and recording satisfactory to the Vendor.

ARTICLE 18. Article Headings. All article headings
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are inserted for convenience only and shall not affect any
construction or interpretation of this Agreement.

ARTICLE 19. Effect and Modification of Agreement.
Except for the Participation Agreement, this Agreement,
including any annexes or schedules or exhibits hereto, exclu-
sively and completely states the rights of the parties hereto
with respect to the Hulks and the Equipment and supersedes
all other . agreements oral or written, with respect to the
Hulks and the Equipment. Ho variation or modification of
this Agreement and no waiver of any of its provisions or
conditions shall be valid unless in writing and signed by
duly authorized representatives of the parties hereto.

ARTICLE 20. Notice. Any notice hereunder to any
of the parties designated below shall be deemed to be prop-
erly served if delivered or mailed to it at its place of
business at the following specified addresses:

(a) to the Vendor, at Two Hopkins Plaza, P. 0.
Box 2258, Baltimore, Maryland 21203, attention of
Corporate Trust Department,

(b) to the Vendee, at 79 South Main Street, Salt
Lake City, Utah 84111, attention of Trust Department,
Robert Clark, Esq., with a copy to the Beneficiary and
a copy to Firstmark Investors Leasing, Inc., 15 Messenger
Drive, Warwick, Rhode Island 02888,

(c) to the Beneficiary, at One IBM Plaza, Chicago,
Illinois 60611, attention of Vice President, Leasing
Division,

(d) to any assignee of the Vendor, or of the Ven-
dee, at such address as may have been furnished in
writing to the Vendee, or the Vendor, as the case may
be, by such assignee.

or at such other address as may have been furnished in writing
by such party to the other parties to this Agreement.

ARTICLE 21. Immunities; Satisfaction of Under-
takings. No recourse shall be had in respect of any obliga-
tion due under this Agreement, or referred to herein, against
any incorporator, stockholder, beneficiary, director ox
officer, as such, past, present or future, of the parties
hereto, whether by virtue of any constitutional provision,
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statute or rule of law or by enforcement of any assessment
or penalty or otherwise, all such liability, whether at com-
mon law, in equity, by any constitutional provision, statute
or otherwise, of such incorporators, beneficiaries, stock-
holders, directors or officers being forever released as a
condition of and as consideration for the execution of this
Agreement.

The obligations of the Vendee under the second,
fifth, seventh and eighth paragraphs of Article 15 and under
Articles 2, 5, 6 (other than the third and fourth sentences
of the second paragraph thereof to the extent requiring
delivery of certificates and payment schedules as therein
provided), 7, 8, 9, 11 (other than the proviso to the last
paragraph thereof), 12 and 17 hereof shall be deemed in
all respects satisfied by the Lessee's undertakings contained
in the Lease. The Vendee shall not have any responsibility
for the Lessee's failure to perform such obligations, but
if the same shall not be performed they shall constitute
the basis for an event of default hereunder pursuant to
Article 14 hereof. No waiver or amendment of the Lessee's
undertakings under the Lease shall be effective unless joined
in by the Vendor.

. It is expressly understood and agreed by and between
the parties hereto, anything herein to the contrary notwith-
standing , that each and all of the representations, under-
takings and agreements herein made on the part of the Vendee,
are made and intended not as personal representations, under-
takings and agreements by First Security Bank of Utah, National
Association or for the purpose or with the intention of binding
said Bank personally but are made and intended for the purpose
of binding only the Trust Estate as such term is used in
the Trust Agreement, subject to the limitations of Article
3, and this Agreement is executed and delivered by said Bank
not in its own right but solely in the exercise of the powers
expressly conferred upon it as trustee under the Trust Agree^-
ment; and except in the case of negligence or wilful miscon-
duct, no personal liability or personal responsibility is
assumed by or shall at any time be asserted or enforceable
against said Bank or the Beneficiary on account of this Agree-
ment or on account of any representation, undertaking or agree-
ment of the said Bank or the Beneficiary, either expressed or
implied, all such personal liability, if any, being expressly
waived and released by the Vendor and by all persons claiming
by, through or under the Vendor.



31

ARTICLE 22. Law Governing. The Vendee warrants
that its chief place of business is located in the State
specified in clause (b) of Article 20. The terms of this
Agreement and all rights and obligations hereunder shall
be governed by the laws of said State; provided, however,
that the parties shall be entitled to all rights conferred
by Section 20c of the Interstate Commerce Act and such
additional rights arising out of the filing, recording
or deposit hereof, if any, and of any assignment hereof
as shall be conferred by the laws of the several jurisdic-
tions in which this Agreement or any assignment hereof
shall be filed, recorded or deposited.

ARTICLE 23. Execution. This Agreement may
be executed in any number of counterparts, each of which
so executed shall be deemed to be an original, and such
counterparts together shall constitute but one and the
same contract, which shall be sufficiently evidenced by
any such original counterpart. Although this Agreement
is dated as of the date set forth on the cover hereof,
for convenience, the actual date or dates of execution
hereof by the parties hereto is or are, respectively, the
date or dates stated in the acknowledgments hereto annexed.

IN WITNESS WHEREOF, the parties hereto have
executed or caused this instrument to be executed all as of
the date first above written.

MERCANTILE-SAFE DEPOSIT AND
TRUST COMPANY, as Agent,

by

Assistant Vice President

[Corporate Seal]

Attest:

.ASSISTANT VICE PRESIDENT
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[Corporate Seal]

Attc

f is tant Secretary

[Corporate Seal]

Attest:

Authorized Off icer

L & N INVESTMENT CORPORATION,

0̂
=>L

by

V"V President

FIRST SECURITY BANK OF UTAH,
NATIONAL ASSOCIATION, as
Trustee,



STATE OF MARYLAND, )
• ) SS. :

CITY OF BALTIMORE, )

On this 7# day Qt^**-- 1975, before me per-
sonally appeared (ĵ -̂ û î  -//• ̂3*̂ "̂  , to me personally known,
who, being by me duly sworn, says that he is an Assistant
Vice President of MERCANTILE-SAFE DEPOSIT BANK AND TRUST
COMPANY, that one of the seals affixed to the foregoing
instrument is the corporate seal of said corporation, that
said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation.

Notai/y Public

[Notarial Seal]

My Commission expires?-/ -

DOROTHY E. SCHAW

NOTARY PUBLIC
*b Commission Expires July 1.



COMMONWEALTH OF KENTUCKY, )
) ss. :

COUNTY OF JEFFERSON, )

On this /&*— day of Ĵ ĉ yî C<̂  1975, before me
personally appeared (ty, £, 0-c&fL*J , to me personally
known, who, being by me duly sworn, says that he is
P/l£<z££+yjfc of L & N INVESTMENT CORPORATION, that one of

the seals affixed to the foregoing instrument is the corporate
seal of said corporation, that said instrument was signed
and sealed on behalf of said corporation by authority of
its Board of Directors, and he acknowledged that the execution
of the foregoing instrument was the free act and deed of
said corporation.

Notary Public

[Notarial Seal]

My Commission expires



STATE OF UTAH, )
) SS. :

COUNTY OF SALT LAKE, )

On this IG&- day of x-e~^-~ 1975, before me
personally appeared Ĥ â L /$, Jk&**̂ >- , to me personally
known, who, being by me' duly "'sworn, says that he is an Autho-
rized Officer Of FIRST SECURITY BANK OF UTAH, NATIONAL ASSOCIA-
TION, that one of the seals affixed to the foregoing instrument
is the cqrpbrate seal of said association, that said instrument
was signed and sealed on behalf of said association by authority
of its Board of Directors, and he acknowledged that the execu-
tion of the foregoing instrument was the free act and deed
of said association.

Notary Public

[Notarial Seal]

My Commission expires

/?77



SCHEDULE I

Allocation Schedule of Each
$1,000,000 of Conditional

Sale Indebtedness

Principal
Balance
(Before Interest Principal Total

Date Payment) Payment Recovery Payment

April 15, 1977 $1,000,000.00 $51,250.00 $32,340.02 $83,590.02
October 15, 1977 967,659.98 49,592.57 33,997.45 83,590.02
April 15, 1978 933,662.53 47,850.20 35,739.82 83,590.02
October 15, 1978 897,922.72 46,018.54 37,571.48 83,590.02
April 15, 1979 860,351.24 44,093.00 39,497.02 83,590.02
October 15, 1979 820,854.23 42,068.78 41,521.24 83,590.02
April 15, 1980 779,332.98 39,940.82 43,649.20 83,590.02
October 15, 1980 735,683.78 37,703.79 45,886.23 83,590.02
April 15, 1981 689,797.55 35,352.12 48,237.90 83,590.02
October 15, 1981 641,559.66 32,879.93 50,710.09 83,590.02
April 15, 1982 590,849.57 30,281.04 53,308.98 83,590.02
October 15, 1982 537,540.59 27,548.96 56,041.06 83,590.02
April 15, 1983 481,499.53 24,676.85 [38,913.17 83,590.02
October 15, 1983 422,586.36 21,657.55 61,932.47 83,590.02
April 15, 1984 360,653.89 18,483.51 55,106.51 83,590.02
October 15, 1984 295,547.39 15,146.80 68,443.22 83,590.02
April 15, 1985 227,104.17 11,639.09 71,950.93 83,590.02
October 15, 1985 155,153.24 7,951.60 75,638.42 83,590.02
April 15, 1986 79,514.83 4,075.13 79,514.83 83,589.96
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EXHIBIT A
TO RECONSTRUCTION AND

CONDITIONAL SALE AGREEMENT

TRANSFER AGREEMENT
November 1, 1975

Mercantile-Safe Deposit arid Trust
Company, as Agent

Two Hopkins Plaza
Baltimore>. Maryland 21203

The undersigned proposes to acquire the used rail-
road equipment described in Annex I hereto (hereinafter
called the Hulks) from Louisville .and Nashville Railroad Com-
pany (hereinafter called the Railroad) and desires to have
such Hulks reconstructed. The undersigned hereby agrees with
you as follows:

1. In order to cause the Hulks to be reconstructed
and sold to Us by you on conditional sale, the under-
signed hereby assigns and transfers to you, without war-
ranties as to title or workmanship, security title to
the Hulks. :

2. You will hold security title under and pursuant
to the Reconstruction andConditional Sale Agreement
dated as of November 1, 1975 (hereinafter called the
Agreement), among you, L & N Investment Corporation
(hereinafter called the Builder) and us and you will
request that the Hulks be reconstructed, pursuant
thereto in accordance with the specifications referred
to in Schedule A thereto. In accordance with the Agree-
ment the undersigned will cause the Hulks to be deliv-
ered to the Builder on your behalf.

3. Upon completion of the reconstruction, the
reconstructed Hulks will be delivered and conditionally
sold by you to us in accordance with the Agreement.

4. If Hulks are excluded from the Agreement you
shall reassign to us your interest in such Hulks, with-
out warranty.

5. It is understood and agreed that this Agreement
is being entered into solely to permit you to effectuate
the foregoing and your interests in the Hulks, in pres-
ent form or as reconstructed, is a security interest and
that we shall at all times be the beneficial owner of
the same.

If the foregoing is in accordance with your under-



standing, please sign a copy of this letter in the space
provided and return it to the undersigned, whereupon this
letter shall become a valid and binding agreement between us,

Very truly yours,

FIRST SECURITY BANK OF UTAH,
NATIONAL ASSOCIATION, as
Trustee

by

[SEAL]

Attest:

by

Authorized Officer

Authorized Officer

ACCEPTED:

MERCANTILE-SAFE DEPOSIT AND TRUST COMPANY,
as Agent,

by

Assistant Vice President



STATE OF UTAH , )
) ss.:

COUNTY OF SALT LAKE, )

On this day of 1975, before me per-
sonally appeared , to me personally
known, who, being by me duly sworn, says that he is an Autho-
rized Officer of First Security Bank of Utah, National Asso-
ciation, that the seal affixed to the foregoing instrument is
the corporate seal of said association and that said instru-
ment was signed and sealed on behalf of said association by
authority of its Board of Directors, and he acknowledged that
the execution of the foregoing instrument was a free act and
deed of said association.

Notary Public

[NOTARIAL SEAL]

My commission expires
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TRANSFER AGREEMENT

ANNEX I

Description

70-ton Open-Top Hoppers

Road Numbers

73007,
73032,
73074,
73156,
73197,
73263,
73311,
73357,
73386,
73457,
73497,
73558,
73582,
73652,
73749,
73767,
73887,
73924,
73944,
73974,
74016,
74066,
74094,
74228;
74371,
74420,
74461,
74524,
74605,
74636,
74658,
74680,
74724,
74762,
74787,
74837,
74871,
74908,
74961,
150002
150125
150139
150171

73014
73050
73078
73180
73238
73270
73317
73362
73408
73470
73535
73567
73595
73675
73751
73817
73893
73937
73959
73999
74030
74071
74136
74246
74401
74441
74511
74560
74619
74640
74677
74683
74749
74765
74825
74840
74873
74933
74979
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73020
73071
73096
73192
73255
73304
73337
73366
73427
73493
73537
73576
73623
73707
73755
73821
73899
73938
73960
74006
74045
74086
74170
74328
74404
74448
74515
74587
74624
74644
74679
74696
74755
74776
74836
74861
74881
74959
74991
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, 150185,



Quantity Description Road Numbers

150235,
150286,
150304,
150397,
150470,
150597,
150630;
150744,
150858,
150964,
151100,
151154,
151238,
151297,
151387,
151459,
151553,
151662,
151762,
151791,
151815,
151862,
152009,
152125,
152248,
152359,
152471,
152503,
152540,
152565,
152587,
152671,
152774,
152798,
152905,
152953,
152968,
152995,
153150,
153178,
153259,
153691,
153844,
153959,
154058,

150268,
150302,
150362,
150460,
150529,
150614,
150743,
150854,
150896,
151073,
151114,
151165,
151253,
151381,
151394,
151463,
151558,
151719,
151767,
151796,
151840,
151956,
152082,
152229,
152287,
152379,
152489,
152527,
152542,
152571,
152623,
152737,
152776,
152811,
152932,
152960,
152970,
153032,
153154,
153185,
153300,
153780,
153887,
153971,
154138,

151098,
151144,
151171,
151271,
151386,
151413,
151532,
151588,
151724,
151777,
151805,
151851,
152000,
152100,
152241,
152347,
152440,
152501,
152530,
152563,
152577,
152658,
152743,
152781,
152878,
152934,
152963,
152985,
153135,
153175,
153192,
153338,
153836,
153934,
154030,
154192,
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Quantity Description Road Numbers

64 80-ton Open-Top Hoppers

154236;
154336,
154420,
154500,
154531,
154555,
154760,
154902,
154945,
155009,
155064,
155214,
155311,
155351,
155428,
155619,
155873,
.15605,7

180024,
180166,
180315>
180666,
180841,
182510,
182811,
183391,
184559,
186114,
186946,
187247,
187334,
187553,
187842,
188062,
188184,
188397,
188578,
188850,
189291,
189411

154253,
154368,
154466,
154506,
154533,
154743,
154833,
154903,
154947,
155012,
155179,
155243,
155330,
155376,
155443,
155751,
155883,

180160,
180188,
180415,
180692,
180916,
182644,
182932,
183433,
184763,
186732,
186978,
187286,
187357,
187569,
187897,
188094,
188328,
188503,
188598,
188853,
189300,

154260,
154414,
154477,
154509,
154542,
154749,
154848,
154907,
154993,
155057,
155207,
155264,
155349,
155416,
155518,
155822,
156044,

180161,
180226,
180629,
180819,
182153,
182725,
183029,
183554,
185192,
186923,
186981,
187313,
187413,
187699,
187972,
188095,
188353,
188574,
188801,
189195,
189307,



Quaint ity
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Description

1.00-ton. Open-Top Hoppers

Road Numbers

10

44

70-ton Covered Hoppers

100-ton Covered Hoppers

191001,
191027,
igiroe,
191210,
191404,
191421,
191584;
191622,
191682,
191774,
191842,

191017,
1910 55 ;
191192,
191312,
191414,
191435,
191608,
191625,
191699,
191799,
191844,

•191018,
191097,
191208,
191315,
191420,
191465,
191619,
191630,
191726,
191807,
191887,

37394, 37445, -3 7488 /
37496, 37575, 37619,
37666, 37680> 37721,
37736

38651,
38665,
38713,
38745,
38781,
38834,
200067,
200345,
200444,
200534,
201032,
201101,
201144,
201163,
201334,

38654,
38709,
38727,
38747,
38801,
38843,
200184
200418
200449
200541
201052
2Ql.il4
201147
201207
201389

38664,
38712,
38743,
38760,
38826,
38845,
,200323,
, 200442,
, 200471
, 201023,
, 201089,
, 201128,
, 201162,
, 201208,



/.:'•: EXHIBIT B
to the

RECONSTRUCTION AND
CONDITIONAL SALE

;;:' AGREEMENT

LEASE OF RAILROAD EQUIPMENT

Dated as of November 1, 1975

. -?:'•'-' .'. ' : .'- '.. '. • -between. \ • • ; .;' /••' ';•/':.'

LOUISVILLE AND NASHVILLE RAILROAD COMPANY

. . • ' • . " : • ' ' • • ' - . a n d . • " . • • . ' v ; • - ; • • •

FIRST SECURITY BANK OF UTAH, NATIONAL ASSOCIATION-
as Trustee



:' ; / , ; : LEAS?, OF RAILROAD EQUIPMENT, dated as
•'..";. :: V •':' of November I/ 1975, between LOUISVILLE AND
1 ": '• NASHVILLE RAILROAD COMPANY (hereinafter called

• , : ' ;:'the Lessee) arid FIRST SECURITY BANK OF UTAH,
"NATIONAL .ASSOCIATION, not in its individual

; capacity but solely as trustee (hereinafter
called the Lessor or the Vendee) under a
Trust Agreement dated as- of November 1, 1975
(hereinafter called the Trust Agreement) with
BORG-WARNER EQUITIES CORPORATION (hereinafter
called the Beneficiary). .

Mercantile-Safe Deposit and Trust Company, as:
Agent under a Participation Agreement dated as of the date
hereof (hereinafter called the Participation Agreement)
with the Lessor, the Lessee, the Beneficiary and the party
named in Schedule A thereto (said trust company,,as so acting,
being hereinafter, together withi its successors and assigns,
cal'led" the Vendor) , L & N investmerit Cbrporation (hereinafter
called the Builder) and the Vendee are entering.into a Recon-
struction arid Conditional Sale Agreement dated as of the
date hereof (hereinafter called the Security Document),
wherein the Vendor has agreed to sell to the Vendee its
interest in the railroad equipment described in Schedule
A hereto after it has been reconstructed by the Builder.

The Lessee desires to lease all the units of said
equipment, or suqh lesser number as are delivered, accepted
and"settled for under the Security Document on or prior
to the Cut-Off Date (as defined in Article 3 of the Security
Document) (such units being hereinafter called the Units),
at the rentals and for the terms and upon the conditions
hereinafter provided.

NOW, THEREFORE, in consideration of the premises
and of the rentals to be paid and the covenants hereinafter
mentioned to be kept and performed by the Lessee, the Lessor
hereby leases the Units to the Lessee upon the following
terms and conditions, but subject to all the rights and
remedies of the Vendor under the Security Document:

Section 1. Delivery and Acceptance of Units.
The Lessor will cause each Unit to be tendered to the Lessee
at the point or points within the United States of America
at which such Unit is delivered to the Lessor under the
Security Document. .Upon such tender, the Lessee will cause



an authorized; representative'',pf the Lessee to inspect the
sarnie, and; if such;Unit i?' founA ^° ^® """̂  9̂ 9̂  l°f^err to

acceptvdeiivery -pf; suchi Unit'"and/execute and deii\7er to
the Lessor arid:the Builder;a certificate of acceptance and
delivery (hereinafter^cailed the Certificate of Delivery),
Whereupon such Unit shall be deemed to;have been delivered
to and accepted by the Lessee and shall be subject thereafter
to all the terms-and conditions of this Lease.

• ':'".'• ; Section \2v- Rental. 'The Lessee- agrees to pay to
the Lessor as rental for each Unit subject to this Lease two
interim and 20 consecutive semiannual payments. The interim
payments are payable on April 15, 1976, and October 15, 1976
(or if either of:such dates is not a business day, on the
next succeeding:business day). The 20 semiannual -payments
are payable on April 15 and October 15 in each year, commenc-
ing April 15, 1977, to and including October 15, 1986.: The
interim payment on April 15, 1976, shall be in an amount
equal to the product of the Purchase Price for each Unit
subject to the Lease multiplied by .028472% for each day (com-
puted on the basis of a 360-day,year ,of twelve 30-day months)
elapsed from arid-including the date.such Unit is settled for
uricier the Security Document to but !.not;, including Apr il; 15 ,
1976. The interim payment on bctofcier 1.5, |1976v shall be :, ,
in an amount equal to the sumi of (i) the product of the
Purchase^ Price for each: Unit subject to this Lease settled
for under the Security Document between April 15, 1976, and
June 30, 1976, multiplied by .628472% for each day,(computed
on the basis of a 360-day year of twelve 30-day months)
elapsed from and including the date of settlement therefbr
to but not including October 15, 1976, (ii) the product
of the Purchase Price for each Unit subject to this Lease
settled for under the Security Document between July 1,
1976, and October 15, 1976, multiplied by .028472% for each
day (computed onr the basis of a 360-day year of twelve 30-day
months) elapsed from and .including the date of settlement
therefor to October 15, 1976, and (iii) 5.125% of the Pur-
chase Price of each Unit settled for prior to April 15, 1976.
Each of the interim payments shall be increased by amounts
equal to the amounts required by the Lessor to make the pay-
ments provided for in the last paragraph of Paragraph 8 of
the Participation Agreement. The 20 semiannual rental payments
with respect to each Unit delivered and accepted hereunder
and under the Security Document oh or prior to June 30, 1976,
shall each be in amount equal to 6.584% of the Purchase Price
of each such Unit then subject to this Lease. Such 20 semi-
annual rental payments with respect to each Unit delivered



and accepted hereunder and under the Security Document after
June 30, ;l976y shall each be in an 'ampunt equal to 7.2114%
of the Purchase price of each such Unit then subject to this
Lease. The foregbinig rental rates have been calqulated on
the ^ssumptipn that 77% of the Purchase price (£s such term
is defined in -the-Sequrity Document) of the Units will be
provided by the vendor out of Investors1 Funds -(as such term
is defined in Paragraph 6 of the Participation Agreement).
If for ••.'any reason the Investors' Funds are not available
and the Lessor pays more than 23% of the Purchase Price of
any Unit pursuant to the third paragraph of Article 3 of
the Security Document on a Closing Date (as such term is
defined in the Security Document) or if: the funds deposited
by the Original Investor (as such term is defined in the
Participation Agreement) bear an interest rate other than
ib-1/4% per annum, the Lessor and the Lessee agree that the
rentals payable hereunder and the Casualty Value percentages
set forth in Schedule B hereto will be appropriately adjusted
in order that the Beneficiary's net after-tax return (com-
puted on the same assumptions, including, without limita-
tion, tax rates, as were utilized by the Beneficiary in
originally evaluating this transaction) will not be increased
or decreased by reason th'ereof; prbvided, however', thatj the
rentals and Casualty Value percentages, as so adjusted, shall
be sufficient to satisfy the obligations of the Lessor /under
the Security Document /no ^withstand ing any limitation of "'•
liability contained therein.

/The rental payments hereinbefore set forth are
subject to adjustmentpursuant tb Section 8 hereof, if
any of the rental payment dates referred to above is not
a business day the rental payment otherwise payable on such
date shall be payable on the next succeeding business day.
The term "business day" as used herein means a calendar
day, excluding Saturdays, Sundays and any other day on which
banking institutions in New York, New York, or Baltimore,
Maryland, are authorized or obligated to remain closed.

The Lessor irrevocably instructs the Lessee to
make, and the Lessee agrees to make, all the payments pro-
vided for in this Lease for the account of the Lessor or
its assigns, care; of the Vendor at Two Hopkins Plaza, P.O.
Box 2258, Baltimore, Maryland 21203, attention of Corporate
Trust Department, not later than 11:00 a.m., Baltimore time,
on the date upon which such payments are due and payable.
Such payments shall;be accompanied by instructions to the
Vendor, first, to apply such payments to satisfy the obliga-
tions of the Lessor under the Security Document, subject



to the limitations contained in the last paragraph of Article
3 of the Security Document, and, second, so long as no event
of default or event which with the lapse of time and/or
demand provided for in the Security Document could constitute
an event of default under the Security Document shall have
occurred and be continuihg, to pay any balance riot later
than the first business day following such receipt from
the Lessee by wire transfer of immediately?available funds
to such Bank in the continental United Spates for the account
of theBeneficiary^ as the Beneficiary from time to time
shall havle directed, the Vendor in writing, and if no such
direction jshail have been given, by check of the Vendor
payable to the order of the Beneficiary and mailed to the
Beneficiary in the manner provided in Section 17 hereof.
The Vendor shall further be instructed to forward to the
Lessor promptly following disbursement of anysuch balance
written confirmation theredf by mail in the manner provided
in Section 17 hereof.The Lessee agrees to make : each payment
provided for herein as contemplated by this paragraph in
New York or Baltimore Clearing House Funds in the city where
such payment is to be made.

: This;Leas shall
not be entitled to any abatement of rent, reduction thereof
or setbff against rent, including, but not limited to, abate-
ments, reductions 6r setoffs due,or alleged to be,due to,
or by reason of; any past, present or future claims of the
Lessee against the Lessor under this Leake or under the
Security Document, or the Builder or the Vendor or otherwise;
nor, except as otherwise expressly provided herein, shall
this Lease terminate, or the respective obligations of the
Lessor or the Lessee be otherwise affected, by reason of
any defect in or failure of title of the Lessor to any of
the Units or damage to or loss of possession or loss of
use or destruction of all or any of the Units from what-
soever cause, any liens, encumbrances or rights of others
with respect to any of the Units> the prohibition of or
Other r.-estrict'ipn against Lessee's use of all or any of
the Units, the taking or requisitioning of any of the Units
by condemnation or otherwise, the interference with such
use by any person or entity, the invalidity or unenforce-
ability or lack of due authorization of this Lease, any
insolvency, bankruptcy, reorganization or similar proceed-
ing against the Lessee, or for any other cause whether
similar or dissimilar to the foregoing, any present or future
law to the contrary notwithstanding, it being the intention
of the parties hereto that the rents and other amounts payable
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by the Lessee hereuhder shall"continue to be payable in
al1 events in the manner and at the t imes here in provid ed
unless the obligation ?to.pay the;same shall be:terminated
pursuant to the express provisions of this Lease. To the
extent permitted by applicable law, the Lessee hereby waives
any and ;all rights which it may riowhaye or which at any
time' hereafter ;;may be^\ conferred'upon ;lt, by; statute or, other-
wise^ to terminate; cancel^ ̂ quit or surrender the lease
of any of the Units except in accordance with the express
terms hereof. Each rental or other payment made by the
Lessee hereunder shall be final and the Lessee shall not
seek to recover all. or ;:any part of such payment from the
Lessorfor any reason whatspev<e'r> :i r ; :

• ^ Sectiph 3., Term of Lease. The term of this Lease
as to each Unit, shall beg in on the date of the delivery
to and acceptance by the Lessee of such Unit and, subject
to the provisions of Sections 6, 9 and 12 hereof, shall
terminate -on thedateoh which !t:he final payment,,;df rent
in .respect thereof istdue hereunder.: •

Notwithstanding anything to the contrary contained
herein, all rignis and obiigations of the Lessee under this
Lease and in and to the Units are subject to the rights
of the Vendor ;under the Security Document. ; If an event
of default should occur under the Sepurity ppcument, the
Vendor: may terminate this Lease (or rescind its termination),
•all';-as ':providedv€herein.:

;'- '''v •-':" •••'••"•'' '• ":; '. -V^A'* •;"'•;''"'' •'•/'••'.•:'''-::/

Section 4. identification Marks. The Lessee,
so long as this Lease shall remain In effect, will cause
each Unit to be kept numbered with the road number set forth
in Schedule A hereto and will keep and maintain, plainly,
distinctly, permanently and conspicuously marked on each
side of such Unit, the legend required by Article 8 of the
Security Document or other appropriate markings .designated
by the Vendor, with appropriate changes thereof and additions
thereto as from time to time may be required by law in order
to protect Lessor' s and Vendor' s title to arid property in
such Unit and the rights of the Lessor under this Lease
and of .the Vendor under the Secur ity Document. The Lessee
will not place any such Unit in operation or exercise any
control or dominion over the same until such legend shall
have been so marked on both sides thereof and will replace
promptly any such legend which jriay be removed, obi iterated,
defaced or destroyed. The Lessee will hot change the road
number of any Unit unless and until (i) a statement of new



number or numbers to be substituted therefor shall have
been filed with the Vendor and the Lessor and filed, recorded
and deposited by the Lessee in all public offices where this
Lease and the Security Document shall have been filed, recorded
and deposited and (ii) the Lessee shall have furnished the
Vendor and ±he Lessor an opinion of counsel to that effect
and to the further effect that such filing, recordation
and depos it will protect the Vendor's and the Lessor's inter-
ests in such Units and that no filingj recording, depositing
or giving of notice with or to any other Federal; state ,
or •...-local government'.or- agency thereof is necessary to protect
the interests of:the Vendor and the Lessor in such Units.

Except as above: provided, the Lessee; so long
as this Lease shall remain/in effect; will not allow the
name of. any person,^association or corporation to;be placed
on the Units as a designation that might be. interpreted
as a claim of.ownership; provided, however, that the Lessee
m^y cause the: UnitsVtpjbe lettered wit;h the name,s. or initials
or ptner insignia customarily used by the;Lessee or its
affiliates on railroad equipment used by them of the same
or a similar type for conveniehce of identificatioh of their
rights to use "this Unitsi'as permitted under this Lease.

, . " - . • - ' . . ; . ,' " ; • ' - . ; ' • - . , ' ' • ' . ' ' • ?'• , " - . . . '..'"'." ' - ' •• ' '" . " ; • " - - , • • - )'

Sect ion 5; Taxes; All payments to be 'made by'"
the Lessee hereuhder will be free of expense to the Lessor
for collection or other charges and will be free of expense
to the Lessor with respebt to the amount of any local, state,
Federal or foreign taxes (other than any United States Federal
income tax and, to the extent that the Lessor receives credit
therefor against its United States Federal income tax liabil-
ity, any foreign income tax payable by the Lessor in conse-
quence of the receipt of payments provided herein and other
than the aggregate of all state or city income taxes or
franchise taxes measured by net income based on such receipts
or gross receipts taxes other than gross receipts taxes
in the nature of sales or use taxes, up to the amount of
any such taxes which would be payable to the state and city
in which the Beneficiary has its principal place of business
without apportionment to any other state or city, except
any such tax which is in substituition for or relieves the
Lessee from the payment of taxes which it would otherwise
be obligated to pay or reimburse as herein provided), assess-
ments, documentary stamp taxes, or 1icense fees and any
charges/fines or penalties in conection therewith (herein-
after called impositions) hereafter levied or imposed upon
or in connection .with or measured by this Lease or any sale,



rental, use/ payment," shipment, delivery pi: transfer of
title under the terms hereof or 'the Security Document, all
of which impositions the Lessee assumes and agrees to pay
on demand in addition^to the payments td^be made by it pro-
vided; forlhereiri. The Lessee will also pay promptly all
impositions which may be imposed upon any Unit or for the
use:or operation thereof or upon the earnings arising there-
from or upon the Lessor solely by-reason of rits ownership
thereof andAw^l keep at' all -times all and every part of
such Unit\ free and clear•;of ail impositions which might

 ;

in any way affect the title of the Lessor or result in a
lien upon any such Unit; provided, however, that the Lessee
shall be under no pbligation to:pay any impositions so long
as it is contesting in good faith and by appropriate legal
proceedings;such impositions -and the nonpayment thereof;
does not>: iri jthe advance opinion of the JLessory 'adversely
affect the title, property;or rights of the Lessor hereunder
or under the Security Document. If any impositions shall.
naive beeni charged; or levied against the Lessor directly
arid; .paid -by the(Lessor, the Lesse^ shall reimburse the Lessor
oh p^resientatipn; 6f a^:invoice -therefor.

• ; ' ; In the event that the Lessor shall become obligated
to make any payment to the Vendor pursuant to Ar t'icle 5 of
the Security, Document not covered by the foregoing para-
graph of this Section 5, the Lessee shall pay suchadditional
amounts (which shall-also be deemed impositions hereunder)
to the Lessor as will Enable the Lessor to fulfill completely
its obligations pursuant to said Article 5.

In the event any reports with regard to impositions
are required to be made on the basis of individual Units or
otherwise, the Lessee will, where permitted to do so under
applicable rules or regulations, make and timely file such
reports in such manner a^ to show the interest of the Lessor
and the Vendor iii the Units as shall be satisfactory to
the Lessor and the Vendor or, where hot so permitted, will
notify the Lessor and the Vendor of such requirement arid
will prepare such reports within a reasonable time prior
to the time such reports are to be filed in such •manner"'1"
as shall be satisfactory to the Lessor and the Vendor.

In the event that,:during the continuance of this
Lease, the Lessee becomesf liable for the paytnerit or reim-
bursement of any impositions; pursuant tb this Section 5,
^uch liability shall continue, notwithstanding the expiration
b£ this Lease, until all such impositions are paid or reim-
bursed by the Lessee. ••.':.;



y . : ^Sectioh^6; Maintenance; payment fdr Casualty
Occbrrehces; Insurance; The;Lessee agrees that, at its
own cost^ and expense; it will mairitain and keep isach tin it
which is subject to! this/ Lease in good operating; order,
repair ah<d condition^ ; ': • .. • •.'.',••.•' : ••'<•'• . ' '" •

In the event that any Unit shall be or become
worn put/ lost, stoleny destroyed or,; in the opinion of
the Lessee, irreparably damaged* from any cause whatsoever,
or taken or requisitioned by condemnation or otherwise by
the United States Government for a stated period which shall
exceed the then remaining term of this Lease or for an
indefinite period, but only when such indefinite period
shall exceed the term of this Lease or by any other govern-
mental entity r esullting? in loss of possession by the Lessee
for a period of 90 ̂ consecutive .days or:until the end of the
term of this Lease (each such occurrence being hereinafter
called a Casualty Occurrence) pripr to;the return;of such
Unit;inthe manner J$et forthi in Section 14 hereof, the
Lessee shall,; within th^rty/idays Vafter ̂ itishaii; have deter-
mined that; Suich Unit: has sufferedha^^ Casualty Occurrehce,
fUli"y^Hoti|y^the:"Lessor and th^^Vendor^ irî  writingfwith
r espec t ther e to. 1^6 twi ths tand ing any such; Casual ty 69 cur -
rehce, the Lessee^ shall continue^making 4ll payments pro-
vided for in this Lease in respect of sUch Unit until the
rental payment date next succeedihg^ such notice. On such
rental payment date the Lessee shall pay to the Lessor an
amount equal to the rental "payment or payments in respect
of such Unit due and payable on such date plus an amount
equal to the Casualty Value (as hereinafter defined) of
such Unit as of the date of such payment in accordance with
Schedule B hereto. Upon the making of such payment by the
Lessee in respect of any Unit, the rental for such Unit
shall thereafter cease to accrue, the term of this Lease
as to such Unit shall terminate and (except in the case
of the loss, theft or complete destruction of such Unit)
the Lessor shall be entitled to reboyer possession of such
Unit. The Lessor hereby appoints the Lessee its agent,
to dispbse of any Unit suffering a Casualty Occurrence or
any component thereof, at the best price obtainable on an
"as is, where is" basis. Provided that the Lessee has pre-
viously paid the Casualty Value toi the Lessor, the Lessee
shall be entitled to the proceeds of such sale to the extent
they do not exceed the Casualty Value of such Unit, and
shall pay any excess to the Lessor. :

Subject to adjustment pursuant to the provisions



of Section 14 hereof, the Casualty Value of each Unit as
of the payment date-on which payment is to be made as afore-
said shall be ;that percentage of the Purchase Price of such
Unit as ris set forth in Scheduie B hereto opposite such
date.' ;.- ':''-.•• ...••';'" .-.• . •'".:•• '•.•"''••'...•>.'. -'."•'"'" -•'/;/"• '•••; _ ...

Whenever any Unit shall suffer a Casualty Occur-
rence at the end of the term of this Lease or after termina-
tion of;this ;Lease and before'such Unit shall .have been
returned in the manner provided:in Section 13 hereof, the
Lessee shall promptly ̂ and fully notify the Lessor with respect
thereto and pay to the Lessor an amount equal to the Casualty
Value of such Unit/ which shall be an amount equal to 20% of
the Purchase Price of such Unit. Upon the making of any
such payment, by the ;Lessee in respect of any Unit (except
in the case of the loss, theft or complete destruction of
such Unit), the Lessor shall be entitled to recover posses-
sion of such Unit. The Lessor hereby appoints the Lessee
its agent to dispose of any Unit suffering such Casualty
Occurrence or any component thereof, at the best price
obtainableonan "as is, where is" basis. Provided that
the Lessee has previously paid.the Casualty Value to the
Lessbr,: the Lessee shall be en titled to the proceeds of
such sale to the extent they do not exceed the Casualty,
Value of such Unit, and shall pay any excess to the Lessor.

"Except as hereinabove in this Section 6 provided,
the Lessee shall not be released from its obligations here-
under in the event of, and shall bear the responsibility
for and risk of, any Casualty Occurrence to any Unit after
delivery to and acceptance thereof by the Lessee hereunder.

The Lessee will, at all times prior to the return
of the Equipment to the :Lessor, at its own expense, cause
to be carried and maintained property insurance in respect
of the Units at the time subject hereto, and public liability
insurance, in amounts and against risks customarily insured
against by the Lessee in respect of similar equipment owned
by it, and the benefits thereof shall be payable to the Vendor,
the Lessor and the Lessee, as their interests may appear,
so long as the indebtedness, if any, evidenced by the Security
Document shall not have been paid in full'* arid thereafter
to the Lessor and the Lessee as their interests may appear.
If the Lessor shall receive any insurance proceeds or condem-
nation payments in respect of a Unit suffering a Casualty
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Occur tehee, the Lessor shall, subject to the Lessee having
made payment of the Casualty Atelue in respect of such Unit,
payV^uch^piroceedsi ;or condeinnatiohpaY^ients to the Lessee
up to an'amount equal;to the Casualty Value with respect
to a ;Unit paid by the Lessee and any balance of such pro-
ceeds or condernna€idnp;ayrnents shall remain the property
of the Lessor. All Insurance proceeds received by the
Lessor in respect of :any Unit ho; t suffer ing a Casualty
bccurrence;shall be paid

:to the Lessee upon proof satis-
factory to -the Lessor tha^ any damage to such Unit in
respect of which such proceeds wer«e paid has been fully
repaired. -..': i :',••.:.'.'; '• : • •••'•'.:- • .'• '''•/.-.•..''. : : : •.'.' •..'••

Section 7. Annual;Reports. On or before
March 31 in each year, commencing withthe calendar year
1976, .the Lessee will cause to be furnished to the Lessor,
the Vendor and Firstmarklnyestors Leasing, Inc. {at its ;
address shown; in Section 17 hereof), an'accurate statement,
as of the precedihg December 31, showing the amount,
description and numbers of the Units (a) then leased here-
under; andXpr covered by••':thei Security; Document, (b) that
have * stiff ered a ̂ Casual ty :6ccur rence; ̂ ur ing the pr eced ing
l!2: month's (,or since the date of this" Lease in the case of
the first such*statement) and (c) then undergoing repairs
(other than running repairs) or then withdrawn from use
pending such repairs and setting forth such other iriforma-
tiohxegardih^ the condition and state of repair of the
Units as the Lessor or the Vendor may reasonably request,
and stating that, in the case of all Units repainted or
repaired during the period covered by such statement, the
markings required by Section 4 hereof and by Article 8 of
the Security Document shall have been preserved or replaced.
The Lessor shall have the right at its sole cost, risk and
expense, by its authorized representatives, to inspect the
Units and the Lessee's records with respect thereto at such
reasonable times as the Lessor may request during the con-
tinuance of this Lease. ^ ,

The Lessee will furnish to the Lessor, the Vendor,
the Beneficiary and the parties named in Schedule A to the
Participatioh Agreement (i) within 45 days after the end
of each of the first three quarterly fiscal periods of the
Lessee, statements of income and surplus of the Lessee and
its consolidated subsidiaries as of the close of such periods,
in comparative form with the corresponding fiscal period
in the preceding fiscal year/ in reasonable detail and certi-
fied by any Vice President or the Treasurer of the Lessee,
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(ii) within 90 days after the close of each of the fiscal
years of the Lessee, balance sheets of the Lessee and its
consolidated subsidiaries as pi:/the close of;such fiscal
yearsv "together -with X.thei related statement^ of income and
surplus and: source ahd application of-funds !fpr siich fiscal
yearsv -in cpmparativb fdrin with the precedincj -fiscal year,
aill in reasonable detail -andc certified by a recognized
natibhal firm of independent public accountants, (iii)
within 90"days after the close of the fiscal year of the
Lessee*/ a certificate; of the Lessee, signed by; a principal
financial officer, to the;effect that:the signer has ;
reviewed the relevant terms of this Lease, the Partici-
pation Agreement and the Security Document and has made,
or caused to be made under his supervision, a review of
the transactions and condition of the Lessee during the
preceding fiscal year, and that such review has not.dis-
closed theexistence during such period, nor does the
signerhave-knowledge;of the existence, as at the date of
such certificate, of an consti-
tutes a" default^ an Event of Default or event of default
or ;WhicH, after notice or lapse of time or both, would
constitute suc;h a;default, an Event;; of pefault or .event v .' ''.'.
b'f def aial;t or;; „ if "any ^uch Jcondi^ion' of event existed or
^xists^; specif y ing A the nature ap tjiereof
and; what abtion 'the Lessee^^^h
to take with respect thereto^ (iv) promptly"."upon the filing
6f the same, the reports of the Lessee filed with the;Inter-
state Commerce Commission on Form R-l and (v) from time to
time such other information as the Lessor or the 3eneficiary
may reasonably request, itie. Lessee will furnish the Lessor
from time to time on request such information as the Lessee
or the Lessor may be required to furnish to any person pur-
suant to the Security Document.

Section 8. Disclaimer of.'.,Warranties; • Compliance
with Laws and Rules; Indemnification. THE LESSOR MAKES NO
WARRANTY OR REPRESENTATIpN, EITHER EXPRESS OR IMPLIED, AS
TO THE DESIGN OR CONDITION OF, OR AS TO QUALITY.OF THE MATERIAL,
EQUIPMENT OR WORKMANSHIP IN, THE UNITS DELIVERED TO THE LESSEE
HEREUNDER, AND THE LESSOR MAKES 'NOVWARRANTY OF MERCHANTABILITY
OR FITNESS OF: THE UNITS FOR.;ANY PARTICULAR PURPOSE OR -;AS
TO TITLE TO THE UNITS OR ANY COMPONENT THEREOF, OR ANY OTHER
REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, WITH RESPECT
TO ANY UNIT, EITHER UPON DELIVERY THEREOF TO THE LESSEE, OR
OTHERWISE, it being agreed that all such risks, as between the
Lessor and the:Lessee, are to be borne,by the'Lessee; but
the Lessor hereby irrevocably appoints and constitutes the
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Lessee its agent and attorney-in-fact during the term of
this Lease to assert and enforce from time to time, in the
name of and for the account of the Lessor ahd/or the Lessee,
as their interests may appear, at the Lessee's- sole cost and
expense, whatever claims and rights the Lessor may have against
the Builder under the provisions of Article 12 of the Security
Document; provided, however, that if at any; time an Event of
Default shall have occurred and be continuing, the Lessor may
asser t and enforce, at the Lessee'.« sole cost and and expense,
such claims and rights. .The Lessor shall have no responsi-
bility or, liability to the Lessee or any other person with
respect to any of the following: (i) any liability; loss
or damage caused or alleged to be caused d.irectly or indi-
rectly by any Units or by any inadequacy thereof or defi-
ciency or defect therein or by any other circumstances in
connection therewith;•• (iij the use, operation, or performance
of any Units or any risks relating thereto; (iii) any inter-
ruption of service, loss of business or anticipated profits
Or consequential damages; or (ivj the delivery, operation,
servicing, maintenance, repair, improvement or replacement
of any Units. The Lessee's delivery of a Certificate of
Delivery shall ;be conclusive evidence as 'between the Lessee
and the Lessor ;that all Units described therein are in all
the foregoing respects satisfactory to the Lessee, and the
Lessee will not assert any claim of any nature whatsoever
against the Lessor based on any of the foregoing matters.

The ;Lessee agrees, for the benefit of the Lessor
arid the Vendor, to comply in all respects (including, without
1 imitation, with respect to the use> maintenance arid operation
of each Unit) with all applicable laws of the jurisdictions
in which its operations involving the Units may extend,
with the interchange rules of the Association of American
Railroads arid with all lawful rules of the Department of
Transportation, the Interstate Commerce Commission and any
other legislative, executive, administrative or judicial
body exercising any power or jurisdiction over the Units,
to the extent that such laws and rules affect the title,
operation or use of the Units, and in the event that, prior
to the expiration of this Lease or any renewal thereof,
such laws or rules require any alteration, replacement,
addition or modification of or to any part of any Unit,
the Lessee will conform therewith at its own expense; pro-
vided, however, that the Lessee may at its own expense, in
good faith, contest the validity or application of any such
law or rule in any reasonable manner which does not, in
the advance opinion of the Lessor or the Vendor, adversely
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affect the property or rights of the Lessor or the Vendor,
respectively, under this Lease or under the Security Docu-
ment. The Lessee, at its own cost and expense, may furnish
additions, modifications and improvements to the Units during
the term of this Lease provided that such additions, modifica-
tions and improvements are readily removable without causing
material damage to the Units. The additions, modifications
and improvements made by the Lessee under the preceding
sentence shall be owned by the Lessee.

The Lessee agrees to indemnify, protect and hold
harmless the Lessor and the Vendor from and against all
losses, damages, injuries, liabilities, claims and demands
whatsoever, regardless of the cause thereof, and expenses in
connection therewith, including, but not limited to, reason-
able counsel fees and expenses, patent liabilities, penalties
and interest, arising out of or as a result of {i) the enter-
ing into or the performance of the Security Document, the
Participation Agreement, the Hulk Purchase Agreement or this
Lease, or any of the instruments or agreements referred to
therein or herein or contemplated thereby or hereby, (ii)
the ownership of any Hulk or any Unit, (iii) the ordering,
acquisition, use, operation, condition, reconstruction, pur-
chase, delivery, rejection, storage or return of any Hulk
or any Unit, (iv) any accident in connection with the oper-
ation* use, condition, reconstruction, possession; storage
or return of any Hulk or any Unit resulting in damage to
property or injury of death to any person^ except as other-
wise provided in Section 13 of this Lease or (v) the transfer
of title to the Equipment by the Vendor pursuant to any pro-
vision of the Security Document. The indemnities arising
under this paragraph shall continue in full force and effect
notwithstanding the delivery of the Equipment or the full
payment and performance of all obligations under this Lease
and the Hulk Purchase Agreement or the expiration or termi-
nation of the term of this Lease and/or the Hulk Purchase
Agreement^ provided, however, that the foregoing indemnifi-
cation shall not apply to any failure of payment of any of
the principal or interest on the Conditional Sale Indebted-
ness. ' • - / . . • ' • ' ' ' • • . ; ' • . - . - ' - ' ' . . • .

In the event that there are any losses, liabilities
or expenses arising out of or resulting from the Investments
made pursuant to Paragraph 8 of the Participation Agreement,
including; but not limited to, any deficiency in respect
thereof, the Lessee agrees that each rental payment due
thereafter in respect of Units acquired after such deficiency
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arose shall;be increased by such amount as shall, in the rea-
sonable opinion of the Beneficiary, cause the Beneficiary's
net after-tax return (after giving effect to the payment of
such losses, liabilities or expenses) to equal the net after-
tax return (computed on the same assumptions utilized by the
Beneficiary in originally evaluating this transaction) that.
would have been available to the Beneficiary if it had hot
been required to pay such losses, liabilities or expenses.

: The Lessee agrees to prepare and deliver to the .
Lessor within a reasonable time prior to the required date
of filing (or, to the extent permissible, file oh behalf
of the Lessor) any and all reports (other than income tax
returns) to be filed by the Lessor with any Federal/state
or other regulatory; authority by reason of the ownership
by the Lessor;or ;the Vendor of -the Units br the leasing
thereof to, the Lessee. ••. ; •..'..'•.- '••;••. '•'. '.-•. •'-'•• '•••': :'v.;-'/- -:. • -

Section 9. Default,̂  If, during the continuance
of this Lease, one or more of the •following eve:nts(each .
such event /being herein sometime? called .an Event of Default)
shall occur: : ,-\ ''- •"-.'.-" ;'.;'' •."'••'.'••'••':".' /•.--/." '•"'•' •-.'.'-.•••.

. A«. default shall be made., in the payment of. any /
v amount provided, fb/r in Sectibhs 2, 6 or 12 hereof-and :

. such default shall continue for ten days; ;

"-.'••: B. the Lessee shall make or permit any uriauthorized
. : assignment or transfer of this Lease, or any interest

• • thereinv or of the right -to ppssessiori of 'the Units/
'• ;..'..'-.• or. ariy thereof;. ;• ; .'-•;•.'•• •••.. :•'..,",•.'.-•'. '.••. ;.•:'//• •'.'. ... • ':.-'"
. . ' - ' • " . " • ' . , . • • • ' . • - . . " . ' • • - • • . . _ - . ' . . • , ' , , ' . • . : ' . . . • " - . • . - - :.'•'.. : • . - . ' . ' • • " . ' ' - . ' • • , . ' • ' ;

: - ;;; : • Cv ;default shall be made in .the, observance or .
V per fprmance' of any other 'of the covenants, conditions
, 'and agreements on the part: bf the,Lessee contained

herein pr in the Par11cipation Agreement and such default
/ s h a l l cbn.tinue for 30 days after written notice from
: the Lessor or the Venddr to. the 'Lessee specifying the-

;;; default and[demanding that the ;ŝ me be .remedied;
_ ' " • . • • • ' - • - - ' ; . - ' . " • ' • ' • . . - • • . • • . • ' « • ' ' . - " ' • -. - . - . . ' . ' • ' • ; - * '. ."''"'..'". "••'•.• - - '- ." ' . " ' ' .

' ; • D. a petition for reorganizatipn under Section
V ; 77;- of /the Bankruptcy Act/ als now constituted -pr as

said; Sedtioh 77 may hier.eafter be amended, :shall bi?v ;
. . : . -filed by or agaiost the Lessee: an̂ , unless such petition
; shall have ;beeh dismissed t n'uiiifiefl,

; stayed: qr bther-
.wise rendered inpffe'ctive(but^t as
such stay shall cphtinue in fo'rce ;or /such ; irief fective-
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ness ^hallc6otihuej> all the obligations of the Lessee
under the Security Document and this Lease shall not
have been diiiy assumed in writing, pursuant to a court
order or decree/by a; trustee or trustees appointed
in; suchtprbceedihgsf (whether or hot subject to rat ifica-
tlon) ;lri such manner that suchKObligationis shall have
the same status as obligations incurred by such trustee
or trustees, within 30 days after such appointment,
if any, or 60 days after, such petitioh shall have been

v filed; whiel*eve:r shall be earlier; X

. Eii?ahy/proceedings shall be commenced by or against
the Lessee forany relief which .includes, or might
result in, any modification of. the obligations of the
Lessee under this Lease, the Participation Agreement

: or this Consent under .any bankruptcy or insolvency laws,
or laws'relating to>the relief of debtors,/readjustments
of indebtedness, reorganizations, arrangements, composi-
tions pr extensions (other than a law' which does not
permit any .readjustments of the obllgat^ Les-
see hereunder, under the Participation Agreement, or
under the Consentj, and, unless such proceedings shall
have been dismissed, null ified, stayed,or otherwise
rendered ineffective (but: then only so long as such
stay shall cbntinueih force/ or such ineffectiveness
shall'contihue)> all the obligations of^the Lessee
under this Lease, under the Par ticipation Agreement
or under the Consent, as the ca;se may be> shall :not
have been and shall hot continue to have been duly V
assumed in^ wr itirig,pursuant tc> a court: order or decree,
by a trustee or trustees or receiver or receivers
appointed (whether or not subject to ratification)
for the Lessee or for the property of the Lessee in
connection with any such proceedings in such manner
that such obligations shall have the same status as
obligations incurred by such a trustee or trustees or
receiver or receivers, within 30 days after such
appointment, if arty, or 60 days after such proceedings
shall have been commenced; whichever shall be earlier;

then, in any such case, the Lessor, at its option, may:

(a) prQceed by appropriate court action or actions,
either at law or in equity; to enforce performance;
by the Lessee of the applicable covenants of this Lease
or to recover damages for the breach thereof including
net after-tax losses of Federal and state income tax
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benefits to which the Lessor would otherwise be entitled
under this Lease; or

(b) by notice in writing to the Lessee terminate
this Lease, whereupon all rights of the Lessee to the
use of the Units shall absolutely cease and terminate
as though this Lease had never been made, but the Lessee
shall remain liable as herein provided; and thereupon
the Lessor may by its agents enter upon the premises
of the Lessee or other;premises where any of the Units
may be and take possession of all or any of such Units
and thenceforth hold; possess, sell, operate, lease
to others and enjoy the same free from any right of
the Lessee, or its successors or assigns, .to use the
Units for .any purposes whatever and without any duty
to account to the Lessee for,such action or inaction
or for any proceeds arising therefrom; but the Lessor
Shall, nevertheless, have a right to recover from the
Lessee any and all amounts which under the .terms of
this Lease may be then due or which may have accrued
to the date of such termination (computing the rental
for any number of days less than a full rental period
by multiplying the rental fbr such full rental period
by a fraction of which the numerator is such number
of days and the denominator is the total number of days
in such full rental period) and also to recover forthwith
from the Lessee as damages for loss of the bargain and
not as a penalty, whichever of the following amounts
the Lessor, in its sole discretion, shall specify:
(x) a sum, with respect to each Unit, equal to the
excess of the present value, at the time of such ter-
mination, of the entire unpaid balance of all rental
for such Unit which would otherwise have accrued hereunder
from the date of such termination to the end of the
term of this Lease as to such Unit over the then present
value of the rental which the Lessor reasonably estimates
to be obtainable for the Unit during such period, such
present value to be computed in each case on the basis
of a 5.55% per annum discount, compounded semiannually
from the respective dates upon which rentals would have
been payable hereunder had this Lease not been terminated;
or (y) an amount equal to the excess, if any, of the Casu-
alty Value as of the rental payment date on or next pre-
ceding the date of termination over the amount the
Lessor reasonably estimates to be the sales yaLue of
such Unit at such time; provided, however, that in the
event the Lessor shall have sold any Unit, the Lessor,
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in lieu of collecting any amounts payable to the Lessor
by the Lessee pursuant to the preceding clauses (x) and

• (y): of r;this part, (b) withi respect to such Unit, may, if
; it;;shali :Sp elect; demand that ;the ijessee; pay the Lessor

arid the Lessee shall;- pay to the ̂ Lessor on the date of
. such sale, as liquidated damages for loss of a bargain

and not as a penalty* an amount equal to the excess, if
:; any/ of the Casualty Value for such Unit, as of the

rental payment date on or ,next:preceding the date of
termination over the net proceeds of such sale.

In addition, the Lessee shall be liable, except as otherwise
provided .above, for any arid all unpaid amounts due hereunder
before, during or after the exercise of any of the foregoing
remedies and for all reasonable attorneys'.fees and other
costs and expenses incurred by reason of tfte occurrence of
any Event of Default or the exercise of the Lessor's remedies
With.respect thereto,:including all costs and expenses incurred
in connection with the return of any Unit.

The remedies in this Lease provided in favor of
the Lessor shall.not .be deemed ̂ exclusive, but shall be.
cumulative, and shaii/be 'in Addition; to "all other remedies
in its favor existing "at; law or in equity; The Lessee hereby
waives any mandatory requirements of law, now or hereafter
in effect^ which might limit or modify the remedies herein
provided, to the extent that such waiver is not, at the time
in question, prohibited by law. The Lessee hereby waives
any and all existing or future claims to any offset against
the rental payments due hereunder; and agrees, to make 'rental
payment:? regardiess of any offset or claim which may be asserted
by the Lessee or on its behalf.

The failure of the Lessor to exercise the rights
granted it hereunder upon the occurrence of any of the con-
tingencies set forth herein shall not constitute a waiver
of any such right upon the continuation or recurrence of any
such Contingencies or similar contingericies;

Section 10. Return of Units Upon Default. If -
this Lease shall terminate pursuant to Section 9 hereof;,
the Lessee shall forthwith deliver possession of the Units
to the Lessor. iEach Unit so delivered shall be in the same
operating order, repair arid condition as when originally
delivered to the Lessee, reasonable wear and tear excepted.
For the purpose of delivering possession of any Unit or Units
to the Lessor as above required, the Lessee shall at its
own cost, expense and risk:;
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(a) forthwith and in the usual manner ( including,
but ?nqt by way of 1 imitation:, giving' prompt telegraphic
:and written -riot ice. to ; the A$sociati6n of: American ••

f Railroads and arj^
' ;Urilts have been interchanged to return the Unit or

Units so interchanged) place such units upon such
storage track s< of the Lessee as the Lessor reasonably

/--"•'•'•."may". designate;,;. i'----';" ' • ' ' • ; '••':-'•'..• ':<•'•• •••'•:-: ; ..;':•"• ;
;'': '••'•• V-.-' "• •"'. •• •• •

; ; ;(b) permit the Lessor to store such 'Units on
such tracks at the risk of the Lessee without
charge for insurance, rent or storage until such
Units have been sold, leased or otherwise disposed

:pf ,by the Lessor, and '̂..•'•.- ••',•':•• I- ;•'.'/• '•• .'•• '.:':••'•'•'•'.- •.;•'•'. ...-..•

(cj transport the same to any place on the lines
of railroad operated by it or any of its affiliates or

; to any connecting Jceirrier for shipment, all as ,-:-.
..;. '.;;:'-..-ydi:rectied ;,by /-the^Lessor .•'../.';-' [•,'•:,- •'!..''.;•,•--'. .•.••'•>•,••'" ^. '•-.•' ].•'• •'."' •

The assembling^ delivery , storage and transporting of the
Units as hereiribefbre proyided shall be at the expense and
r isk of the Les^eei and ;are of the essehcV- of this Lease,
and upon application to any court of exility haying jurisdiction
in the premises the Lessbr shall be entitled to a decree
against the Lessee requiring specif ic performance of the
covenants i 'of the "Lessee so to assemble :, deliver, -store and
trahsport the Units. During any storage .period, the Lessee
will, a:t its own cost arid expense> maintain and keep the
Equipment in good order arid repair arid will permit the Lessor
or any person designated by it, including the authorized
representative or representatives of any prospective purchaser
of any such Unit, to inspect the same; pro v ided , however ,
that the Lessee shall not be liable, except in the case of
negligence of the Lessee or of its employees or agents, for
any injury to, or the death of, any person exercising, either
on behalf of the Lessor or any prospective purchaser, the
rights of inspection granted under this sentence.

All amounts earned in respect of the Units after
the date of termination of this Lease sliall belong to the ?
Lessor and, if received by the Lessee, shall be promptly
turned over to the Lessor. In the event any Unit is not
assembled, delivered and scored, as here inaboye provided,
within 60 days after such termination, the Lessee shall,
in addition, pay to the Lessor for each day thereafter an V
amount equal to the amourit, if ariy, by which the per diem
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interchange rate for such Unit for .."each-: such day exceeds
the -actual ear ningsreceived by the Lesspr on such Unit for
each such day. ; ",'/ ''''• • "', -.., S"v.';; •'.-. .•,;;•: ;':.-. •' ' '

; 4 Without in; any way limiting the obligation of the
Lessee under the foregpIng provisions of this Section 10,
the Lessee hereby^irrevocably/appoints;the Lesspr as the
agelnt; andyattorney^in-factfof the Lessfeey with;full power
and authority>j at ;any /time while; the Lessee is obiigated
to deliver possession ofVany Unit tb the Lessor> -to demand
and take possession of such Unit in the name and on behalf
of the Lessee from whomsoever shall be in possession of such
Unit at the, time. !•;•••.': :••>':• ':'•/'••;.•'•" \ ; •• •>'.'•"

:-^ •,;'•'. . , • ' ' . . - ••' '

Sect ion 11. Ass ighment; Possess ion and Use. This
Lease shall be assignable in whole or in part by the Lessor
without the consent of; the Lesse,ef but the Lessee shall be
under no bpiigation to any assignee of the Lessor except
upon written hot ice of such assignment from .the Lessor.
The Lessee hereby acknowledges notice of the assignment in
respect of this Lease set forth in the Assignment of Lease
and Agreement dated as of November 1, 1975, between the Les-
sor and f the Vendor (a! copy of which; has; been: deliyered to
the Lessee) and agrees to make payments to the Vendor as
provided therein. The rights of the Lessor hereundeir
(including, but not 1imited to, the rights Under Sections
5y 6, 8 and 9 • and the rights to receive the rental^ pay-^
able under this Lease) shall inure to the benefit;of the
Vendor; a^ assignee thereunder /in the manner and;to the
extent therein provided, jn the event thatv pursuant to
such ass ignment arid the r ights of the Vendor thefeunder
and' under ;the Security Dpcument, the,Vendorshall at any
time cause this Lease tp be terminated, the Lessee agrees
that following the payment in full by the Vendee of the
entire unpaid Conditional Sale Indebtedness (as defined
in the Security Document) together with interest thereon,
the Vendee may enforce compliance by the Lessee with its
covenants and agreements under this Lease.

So long as the Lessee shall not be in default
under this Lease arid; no event of default exists under the
Security Document, the Lessee shall be entitled to the pos-
session and use of the Units in accordance with the: terms of
this Lease but, without the prior written consent of the
Lessor and the Vendor, the Lessee shall not assign or trans-
fer its leasehold interest under this Lease in the Units or
any of: them. :The .Lessee,; at its; own expense,; will promptly
pay or discharge pr cause to be duly discharged any and all
sums claimed by any party which if unpaid, might become a
1ien, charge, security interest or other encumbrance (other
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than an encumbrance created by the Lessor or the vendor after
the date hereof or resulting from claims against the Lessor
or the Vendor riot related to the ownership of the Units),
upon or with respect to any Unit or the interest of the Lessor,
the Vendor or the Lessee therein, and will promptly discharge
any -suchxlien, charge, security In te'rest or other encumbr ance
wh ich --arises... ; The Lessee shall no t, without the pr ior wr i tten
consent of the Lessor, part with the possession or control
of, or suffer or allow to pass out of its possession or control,
any of the Units, except to the extent permitted by the provi-
sions of the next succeeding paragraph hereof..

iSubject to the terms of this Lease, ?the Lessee
shall be erititied to the possession of the Units and to
the use thereof by it or any affiliate upon lines of railroad
owned or operated by it or any such affiliate or upon the
lines of railroad over which the Lessee or:any such affiliate
has trackage or other operating rights or over which railroad
equipment of the Lessee or any,such affiliate is regularly
operated pursuant to contract, and also to permit the use
of the Units upon connecting;arid other carriers in the usual
interchange of traffic and equipment, but ;only upon and subject
to all the terms and conditions of this Lease, including the
last paragraph of this Section 11, and the Security Document.
The Lessee 'may receive and retain compensation for such use
from other railroads so using any of the Units. • .;

Nothing in this Section 11 shall be deemed to
restrict the right of the Lessee to assign or transfer its
leasehold interest under this Lease in the Units or posses-
sion of the Units to any corporation incorporated under the
laws of any state of the United States of America or the
District of Columbia (which shall have duly assumed the
obligations of the Lessee hereunder) into or with which the
Lessee shall have become merged or consolidated or which
shall have acquired the railroad properties of the Lessee
as an entirety or substantially as an entirety, provided
that such assignee or transferee will not, upon the effec-
tiveness of such merger, consolidation or acquisition, be
in default under any provision of this Lease.

\ The Lessee agrees that during the term,of this
Lease, it-will not assign any Unit to service involving the
regular operation and maintenance thereof outside the United
^States of America. .-_•". ••:": '•' •'•;..• ;::;'";: :. .' :;

Section 12. Renewal Option; Right of First Refusal.
The .Lessor intends to retain the Units for re-lease at the
expiration of the term of this Lease. Provided that this
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Lease has not been earlier terminated and the Lessee is not
in default hereunder, the Lessee may elect, by written notice
delivered to the Lessor not less than six months prior to
the end of the original term of this Lease or the first
extended term hereof, to extend the term of this Lease in
respect of all, but not fewer than all, the Units covered
by this Lease for an additional one-year per iod commencing
on the scheduled expiration of the original term or the
extended term of thisLease, as the case may be/provided
that the Lessee may not so elect to extend the term of this
Lease for more than two such .additional one-year per iods,
at a: rental; payable in semiannual payments, in an: amount .
eqiJiMl to the: "Fait ̂arket Rental" of such Units as of;the
commencement of such extended term, such, semiannual payments
to be made'on April "15Vand October 15 in,each year of the
applicable extended ternu ! : i

';.'•' FairC Market Rental shall; be determined on the basis
of, and shall be equal in ambunt to/ the value which would
obtain in ah arm' is-length transaction between an informed
and: willing lessee (Other than (i) ajlessee currently in
possession or (ii) a iised equipment dealer) arid an informed
and willing lessor under no compulsion to lease arid, in such
determination, costs pf removal from the location Of current
iise" shall not; be a: deduction from suph value.

If on or befpre: four mbriths prior to the expira-
tion of any term of this Lease> the Lessor arid the Lessee :
are unable to agree upon a deterininatipn Of the Fair Market
Rental of the Units/ such value shall, be determined in
accordance with the fbregoirig definitions by the following
procedureV If^either party tpvsueh-determination shall
have given writteri notice to the other requesting determina-
tion of such value by this appraisal procedure, the parties
shall consult for the purpose of appointing a qualified
independent appraiser by mutual agreement. If no such
appraiser is so appointed within 20 business days after such
notice is given, each party shall appoint an independent
appraiser within 25 business days after such notice is given,
and the two appraisers so appointed shall within 35 business
days after such notice is given appoint a third independent
appraiser. If ho such third appraiser is appointed within
35 business days after such notice is given, either party
may apply, to make such appointment> to the American Arbi-
tration Associationv and both parties shall be bound by any
appointment so made. Any appraiser or appraisers appointed
pursuant to the foregoing procedure shall be instructed to
determine the Fair Market Rental of the Units subject to
the proposed extended term within 90 days after his or their
appointment. If the parties shall have appointed a single
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appraiser or if either party shall have failed to appoint
an .appraiser / the determiri^tibti of Fair Market Rental of
the singliE i 'appraiser •appointed shall be final i If three
appraisers shall be appointed, the determination of the
appraiser '•( which differs i most from -the other two appraisers
shall be excluded; the remaining two determinations shall
be averaged and such latter average shall be final and
binding upon the parties hereto as the Fair Market Rental.
The appraisal proceedings i shall be conducted in accordance
with -the /Commercial Arbitration -Rules of the American
Arbitration Association as in effect on the date hereof,
except as modified hereby. The provision for this appraisal
procedure shall be the exclusive means of determining Fair
Market Rental and shall be in lieu of any judicial or other
procedure, for the ̂determination thereof , and each party
hereto hereby -.consents and .agrees -hot to assert any j ud icial
or other prpcedures. The {expenses J of the Vappr -a isal procedure
shall'be borne 'by ' ' " "

;; 'J. T : The Lessor ̂agrees that (provided no default ;here-
under shall have occurred 1 anjt̂  1 be continuing) it vrill not
sell such Units; or ariy^pftliem, unless the Lessor shall
have given the Lessee at least 36 business days' prior
written notice of such sale/ specif ying the sale price and
terms of such sale. The Lessee shall ;have during said 30
days the; opportunity to purchase such Unit or Units at the ;
same price and on the same ter-ms as specif ied in such notice.
Notwithstanding anything else to the cqritrary, the fpregping,
r^ight of the Lessee shall expire (180 days after the termination
of this Lease arid any renewal thereof.

Upon payment Of the purchase price of any Unit,
the Lessor shall upon request of the Lessee execute and
deliver to the Lessee, or to the Lessee's assignee or
nominee, a bill of sale from Lessor transferring and assign-
ing to such party all right, title and interest of Lessor
in and to such Unit and containihg a warranty against liens
or claims of persons claiming by, through or under the Lessor
except liens and claims which ;Lessee has assumed or is obli-
gated to discharge under the terms of this Lease.

Section 13 . Return of Units upon Expiration of
Term . As sbon as pr ac t icable Pn pr af ter ;the expiration pf
the original or any extended term of this Lease with respect
to ahy Unit but in any event^ not later than 90 days after
such expiration, the ̂Lessee will, at its own cost and expense,
at the request of the Lessor , del iver possess ion of such
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Unit to the Lessor upon such storage tracks of the Lessee
or any of its affiliates as the Lessor may designate or,
in the absence of such designation, as the Lessee may select,
and, permit the Lessor to store such Unit on such tracks for
a period not exceeding three months and transport the same,
at any time within such three-month period, to any connecting
carrier for shipment, all as directed by the Lessor, the
movement and stprage of such Unit to be at the expense and
r isk; of the Lessees I ̂During anyfsuch storage period the Lessee
will permit the Lessor^ or any person designated by it,
including the ; authorized representative or representatives
of any prospective purchaser of any Unit, to inspect the
same; provided , however , that the Lessee shall not be liable,
except in the case of negligence of the Lessee or of its
employees or agents, for any injury to, or the death of,
any person exercising, either on behalf of the Lessor or
any prospective purchaser,; the rights of inspection granted
under this sentence. ?ach Unit returned to the Lessor J
pursuant tp this Section 13 shall (i) be in the same; ;
operating order, repair and condition as : when original ly
delivered to the : Lessee, ̂or d iharyw^ar and tear,, excepted,
and (ii> meet the standards -their in effect under ̂ the
irite.rcharige Rules of thê  Association of American Rail-
roads^ if applicable, and/or the applicable^ rules V'pf'.:' any
governmental agency or other organ izat ion with jurisdiction.
The assembling, delivery, storage and transporting of the
Units as hereinbefore provided are of the essence of this
Lease, and upon application to any court of equity having
j ur isd iction -in the premises , the Lessor shall be entitled
to a decree against the Lessee requiring specific per-
formance of the covenants of the Lessee so to assemble,
deliver, store and transport the ,Units.

All amounts earned in respect of the Units after
the end of the term of this Lease shall belong to the Lessor
and, if received by the Lessee, shall be promptly turned
over to the Lessor, in the event any Unit is not assembled,
delivered and stored, as hereinabove provided, within 60
days after the end of the term Of this Lease, the Lessee
shall, in addition, pay to the Lessor for each day thereafter
an amount equal to the amount, if any, by which the per diem
interchange rate for such Unit: for each such day -exceeds the
actual earnings i received by thef Lessor on such Unit for each

day. '. :
 :..;'..;;

: "•'"./•.'/•;"'•• ',"••;• '. .'. ••.•.- '.'•. '.;':'", :'-:' '- -..' •-• . •• ;
:

Section 14. Sever ability. Any provision of this
Lease which is prohibited or unenforceable in any j ur isd iction ,
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shall be, as to suchi jurisdiction, ineffective to the extent
of such prohibition or unenforceability without invalidating
theremaining provisions hereof/ and any such prohibition or
unenforceability in any jurisdiction shall not invalidate or
render unenforceable such provision in any other jurisdic-
tion. '. ; ". ;'/"'-.:' '• • ..'•' - "'': • ''' :-'' . ' • : ••;• .•;. •• ";- •••'' \ •

Section 15. Recording; Expenses. The Lessee,
at its;own expense, will cause this Lease, the Secuirty
Document land any assignment herjepf or thereof "to be filed
and recorded with the Interstate: Commerce Cdinmission in
accordance with Section 20c of the Interstate Commerce Act.
ThevLessee will undertake the filing, recording and depositing
and refiling, re-recording and redepositing required of the
Lessor under the Security Document and will from time to
time do and per form any ••.other act and owl'll execute, acknowl-
edge , deliver;/ file, register, record and ;deposit, (and will
refile,.re-r^eg^ister, re-record^ 'or^ redeposit whenever required)
any and all further instruments required by law'or reasonably
requested by the Lessor or the Vendor for the purpose of
proper prdtection, to their Satisfaction, of the Vendor's
and the Lessor's respective interests in the Units, or for
the purpose of carrying Put the intention of this Lease or
the assignment hereof to the Vendor, or the Security Document;
and the Lessee will promptly furnish to the Vendor and the
Lessor' evidences of all suclr filing, registering> recording
or depositing/ and an opinio:n or opinionsi of counsel for
the Lessee with respect thereto \ sat.isfa^ctpry to the Vendor
and the Lessor-This Lease and the Security Document shall
be filed and recorded with the Interstate Commerce Commis-
sipn prior to the delivery ahd̂  acceptance hereunder of any
unit. '•'•:•:.:" :'I''-' : ''. • '-: •'•'-. " "•. ."..'••'. '•'•'•'•'••''.".'. :/''

Section 16. Interest on Overdue Rentals. Any-
thing to the cphtrary herein contained notwithstanding, any
nonpayment of rentals and other pbligations when due here-
under; shall result in the obligation on the part of the.
•Xes;s'ee:-'pr;6mp;tly-.;t

:a,''p̂ y1''aisa:''an. ambunt 'equal" tp 11-1/4% per
annum pf the overdue rentals and other obligations for the
period of time during which they are overdue or such lesser
amount as may be legally enforceable.

Section 17. Notices. Any riptlce requiredCx3r per-
mitted to ;be':giv.en̂ 'by:•elth•er̂ 'pa'r•'ty;"'here:tP/\tpj-'th''e'' pther shall
be deemed tohave been^ given when deposited in the United
States mails, first-class ppstage prepaid, addressed as" ' ' '
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if to the Lessor, at '. • .-. . /''•'•'.;. ' ....'•:'.---:.' ' -' •".

79 South Main Street ',
V: Salt "Lake City V Utah 84111;

: J Attention of Trust .Department,

with a copy to the Beneficiary,

" if toVthe Lessee, at: r ;".•,•'•'•'•'-. '-. -r,:v • ••\;."'
;;-V''p: ...''.'-".^ .

v 908 West Broadway;
, Louisville, Kentucky 40201

in either case with a copy to Firstmark Investors
.... Leasing ,;Inc. >'at :••.',:.; , •; -..^-v,;. ;'; •.,;',. ;

;; •• ..;••,-;'::•., "..;"'..• -; ;--

;, / •• 15 Messenger Drive Warwick/ ,
"';". x.v.'.̂ ;"y, ."..Rhbde Island 02888,, ...'V.'-V.; -'.:' v'"^

if to.the: Beneficiary, at v ,;'"_, .-.\!';";.J •' .-7/'^
 ;,-".- " ' '

- . .
;: ' " 'Chicago, .Illinois 60611 './••"""••." .••• '''.''••

Attention , of Vice President, Leasing Division,

or addressed to any such party at such ottier address as such
party shall hereafter furnish to the other party iii writing.
Copies of each such notice shall be given to the, Agent at
Two Hopkins Plaza, P.O. Box 2258, Baltimore, Maryland 21203,
attention of Corporate Trust Department.

Section 18 . Effect and Modification of Lease.
Except for the Participation Agreement, this Lease exclusively
and completely states the rights of the Lessor and the Lessee
with respect to the leasing of the Units and supersedes
all other agreements, oral or written, with respect thereto.
No var iat ion or modif icatioh of this Lease and no wa iver
of any of its provisions or conditions shall be valid unless
in writihci and signed by duly authorized officers of the
Lessor and the Lessee.

Section 19 . De f in i t ion s . Wheneve r the te rrn "'ivessor1
is used in this Lease it shall include the Benef icia-py and
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any assignee; and, where the'context so requires (including
but not limited tbicertain of the: provisions of Section 9
and; all of thie- provisions -of Section 14 hereof j, shall refer
only to the Beneficiary or such assignee. if and;so long
as this Lease is assigned to the Vendor; (or any successor
t hereto) for col1ateral purposes, wherever the term "Lessor"
is used in this.Lease it shall also apply and refer to the
Vendor and any sugcessors thereto (with the exception of
certain tax provisions of Section 9 and Section 14 hereof)
unless the context shall otherwise require and except that
the Vendor shall not be subject to any liabilities or obli-
gations under this Lease; and the fact that the Vendor is
specifically named in certain provisions shall not be con-
strued to mean that the Vendor (and any successors thereto)
is not entitled to the benefits of other provisions where
only the Lessor is named or where only the Vendor, as the
case may be/ is named.

Section 20. Executibn^ a This Lease; may be exe-
cuted inVseverai counterparts, such counterparts together
constituting but-prie and the same,; instrument, but the coun-
terpart delivered to the Vendorshall be deemed to be the
original counterpart.. Although this Lease is dated as of
the date first set forth above for convenience, the actual
d a te or dates of execution her eof by the par ties hereto is ~
or are/respectively/ the date or dates stated in the
acknowledgments hereto annexed. -

Section 21. Law Governing^ The terms of this
Lease and all rights and obligations hereunder shall be
governed by the laws of the Commonwealth of Kentucky,•
provided, however, that the parties shall be entitled to
all rights conferred by Section 20c of the Interstate Com-
merce Act.

Section 22. Immunities; No Recourses It is
expressly understood and agreed by and between the parties
hereto, anything herein to the contrary notwithstanding,
that each and all the representations, undertakings and agree-
ments herein made on the part of the Lessor are each and
every one of them made and intended not as-personal repre-
sentations, covenants, undertakings and agreements by First
Security Bank of Utah, National Association/or for the pur-
pose or with the intention of binding said national associa-
tion personally, but are made and intended for the purpose
of binding only the Trust Estate as such term is used in
the Trust Agreement, and this Lease is executed and delivered
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by said First Security Bank of Utah, National Association
solely in the exercise of the powers expressly conferred
upon it as trustee under the Trust Agreement; and except in
the case of negligence or wilful misconductj no personal
liability or personal responsibility is assumed by or shall
at any time be asserted or enforceable against said National
Association or the Beneficiary or on account of any representa-
tion, covenant, undertaking or agreement of the Lessor,
either express or iimplied; all such personal liability,
if any; being;''.;expressl'y waived arid released by the Lessee.

IN WITNESSTHEREOF, the parties hereto, each pur-
suant to due corporate authority, have caused this instrument
to be executed in their respective corporate names by duly
authorized officers, and their respective corporate seals
to be hereunto affixed and duly attested, all as of the date
first above written.

FIRST SECURITY BANK OF UTAH, NATIONAL
ASSOCIATION, as Trustee,

[Corporate Seal] '•..-', ; - . ' • . ;
Authorized Officer

Attest:

Authorized Officer

LOUISVILLE AND NASHVILLE RAILROAD
COMPANY, : ' • • • '

[Corporate Seal] '.-.'. '•• • •'_••.••. ' ••:;'•/>•;• ; .- '.••••;. . ;.V'-.:. "-:. ;."•
'.-'- -,••••''•"•.''• ."-/'•"•.•'''/'.• ,\ •.:.•.'•', ••• .".'•' ''-.--;-• Vice President
Attest:, •.-... •'-.• •:•••-..-:'.V ••.:-:'-̂  : < 'r-f-'. ̂ '.̂ -••̂ •' '•"'•'-"•' /-• ••"-'':-.•'-";. •:'-

Attesting Officer



STATE OF UTAH; )
' - . *•

COUNTY OF SALT LAKE, )

On this . day of , 1975, before me
personally appeared / to me
personaily known, who, being by me duly ;sworn, says he is
an Authorized Officer .Of FIRST SECURITY BANK OF UTAH, NATIONAL
ASSOCIATION; that one of the seals affixed to the foregoing
instrument is the corporate seal of said association, that
said instrument was :this day signed and sealed on behalf
of said association by authority of its Bdard of Directors
and he acknowledged that the execution of the foregoing
instrument was the free act and deed of said association.

Notary Public
[Notarial Seal]

My Commission expires



COMMONWEALTH OF KENTUCKY, )
• '.'. '.••' ' ' . : ss. : • • -.

COUNTY OF JEFFERSON, )

div this day of ; ,, 1975, before me
personally appeared , to me
personally known, who, being by me duly sworn, says that he is
a Vice President Of LOUISVILLE AND NASHVILLE RAILROAD COMPANY,
that one of the seals affixed to the foregoing instrument
is the corporate seal of said corporation, that such instrument
was this day sighed and sealed on behalf of said corporation
by authority of its Board of Directors and he acknowledged
that the execution of the foregoing instrument was the free
act and deed of said corporation.

Notary Public
[Notarial Seal]

My Commission expires



SCHEDULE A

: AAR
Mechanical

Quantity Designation

303

64

33

10

44

HT

HT

HT

LO

LO

Description

70-Ton Open-Top
Hoppers

80-Ton Open-Top
Hoppers

100-Ton Open-Top
Hoppers

70-Ton Covered
Hoppers

100-Ton Covered
Hoppers

Lessee1s
Road Numbers
(inclusive)

75841-76143

189759-189822

192000-192032

37159-37161
201913-201918
210012

201529-201543
201906-201912
201965-201975
205042-205052



SCHEDULE B

Rental Payment Date

April: 15, :
October 15
April 15,
October 15
April 15,
October 15
April 15,
October 15
April 15,
October 15
April 15,
October 15
April 15,
October 15
April 15,
October 15
April 15,
October 15
April 15,
October 15
April 15,
October 15

1976
, 1976
1977
, 1977
1978
, 1978
1979
, 1979
1980
, 1980
1981
, 1981
1982
, 1982
1983
, 1983
1984
, 1984
1985
, 1985
1986
,1986

Percentage of
Purchase Price

for Units ; settled
for under the

Security Document
on or pr ibr to
June 30, 1976

Percentage of
Purchase Price

for Units settled
for under the
Security Document

after June 30, 1976

103.
103.
102.
101.
99.
97.
93.
87.
84.
81.
75.
68.
64.
60.
53.
46.
41.
37.
32.
28.
23.
20.

173%
173
768
263
866
900
148
584
689
507
495
856
854
770
835
508
822
326
537
111
555
000

102.
102.
101.
100.
98.
96.
88.
85.
82.
79.
70.
66.
62.
58.
48.
43.
38.
33.
29.
24.
20.

970%
566
191
105
376
357
502
797
801
465
459
565
560
190
343
595
959
962
215
240
000



EXHIBIT C TO THE
RECONSTRUCTION
AND CONDITIONAL
SALE AGREEMENT

ASSIGNMENT OF LEASE AND AGREEMENT

Dated as of November 1, 1975

between

FIRST SECURITY BANK OF UTAH, NATIONAL ASSOCIATION
, as Trustee

and

MERCANTILE-SAFE DEPOSIT AND TRUST COMPANY,
as Agent



ASSIGNMENT OF LEASE AND AGREEMENT dated
as of November" 1, 1975, by and between FIRST
SECURITY BANK OF UTAH, NATIONAL ASSOCIATION,
not in its. individual capacity but solely as
Trustee under a Trust Agreement;dated as of
the date;hereof .(hereinafter called the
Lessor or the Vendee) with BORG-WARNER EQUITIES
CORPORATION (hereinafter called the Beneficiary),
and MERCANTILE-SAFE DEPOSIT AND TRUST COMPANY,
as Agent (hereinafter called the Vendor),
under a Participation Agreement dated as of
the date hereof.

\ The Vendee and the Vendor are entering into a
Reconstruction and Conditional Sale Agreement dated as of
the date hereof (hereinafter called the Security Document),
with L&N Investment Corporation providing for the sale to
the Vendee :pf the interest of the Vendor in such units of
railroad equipment (hereinafter called the Units) described
in Schedule A thereto as are delivered to arid accepted by
the Vendee thereunder. , ".'.....

The Lessor arid Louisville and Nashville. Railroad
Company (hereinafter called the Lessee) have entered irito
a Lease of Railroad Equipment dated as of the date hereof
(hereinafter called the Lease), providing for the leasing
by the Lessor to the Lessee of the Units.

In order to provide security for the obligations
of the Lessor under the Security Document and as an inducement
to the Vendor to invest in the Conditional Sale Indebtedness
(as that term is defined in the Security Document), the
Lessor has agreed to assign for security purposes its rights
in, to and under the Lease to the Vendor.

NOW, THEREFORE, in consideration of the premises
and of the payments to be made and the covenants hereinafter
mentioned to be kept and performed, the parties hereto agree
as follows:

1. The Lessor hereby assigns, transfers and sets
over unto the Vendor, as collateral security for the payment
and performance of the obligations of the Lessor as Vendee
under the Security Document, all the Lessor's right, title
and interest, powers, privileges, and other benefits under



the Lease, including, without limitation, the immediate
right to receive/arid collect all rentals, profits arid other
sums payable to or receivable by the Lessor from the Lessee
under or pursuant to the provisions of the Lease whether
as rent, casualty payment, indemnity, liquidated damages,
or otherwise (such moneys being hereinafter called the Pay-
ments) , and the right to make all waivers and agreements,
to give all notices, consents and releases, to take all
action upon the happening of an Event of Default specified
in the Lease, and to do any and all other things whatsoever
which the Lessor is or may become entitled to do under the
Lease. In furtherance of the foregoing assignment^ the
Lessor hereby irrevocably authorizes and empowers the Vendor
in its own name, or in the name of its nominee, or in the
name of -the Lesspr Or as its attorney, to: ask, demand, sue
for, collect and;receive any arid all sums to which the Lessor
is or may become entitled under the Lease, and to enforce
compliance by .the Lessee witli all the terms .and;provisions
thereof. ; ;; /-".--.•;-:.- .'.-..A ..-.",.-. - •., ' • :.• ./.:-'--,-. ' • , - • . - ; ;

.The Vendor agrees to accept any Payments made
by the,lLesseefor the(account of the Lessor pursuant to
Section 2. of the Lease. To the-extent received, the Vendor
will apply such Payments to satisfy the obligations of the
Lessor under the Security Document, and to provide for the
payments required to be made by the Vendor pursuant to the
last paragraph of paragraph 8 of the Participation Agreement .
under which the vendor is acting as agent, and so long as
no event of default (or event which, with notice or lapse of
time, or both, could constitute an event of default) under
the Security Document shall have occurred and be continuing,
any balance shall be paid to the Lessor not later than the
first business day following such receipt by wire transfer
of immediately available funds by the Vendor to such Bank
in the continental United States for the account of the
Beneficiary as the Beneficiary shall from time to time have
directed the Vendor in writing, and if no such direction
shall have been given, by check of the Vendor payable to
the order of the Beneficiary and mailed to the Beneficiary
by certified mail, postage prepaid, at One IBM Plaza, Chicago,
Illinois :60611, Attention: Vice President, Leasing Divi-
sion. If the Vendor shall hot receive any rental payment
under the first paragraph Of Section 2 of the Lease when
due, the Vendor shall notify the Lesspr at the address set
forth in the Lease; provided, however, that the failure of the
Vendor to so notify the Lessor shall not affect the .oblige-'



tions of the Lessor hereunder or.under the Security Document.

2. This Assignment is executed only as security
and, -therefore, the execution and delivery of this Assign-
ment shall not subject the Vendor to> or.transfer,'or pass,
or in any way affect or modify the liability of the Lessor
under the Lease, it being understood and agreed that not-
withstanding this Assignment or any subsequent assignment,
all obligations of the Lessor to the Lessee shall be and
remain enforceable by the Lessee, its successors and
assigns, against, and only against, the Lessor or persons
other than the Vendor.

3. To protect the security afforded by this Assign-
ment the Lessor agrees that, without the written consent
of the Vendor, the Lessor will not anticipate the rents
under the Lease or waive, excuse, condone, forgive or in
any manner release or discharge the Lessee thereunder of
or from the obligations, covenants, conditions and agreements
to be performed by the Lessee, including, without .limitation,
the obligation tb pay the rents In the manner and at the
time and place specified therein or enter into any agreement
amending, modifying or terminating the Lease and the Lessor
agrees that any amendment, modification or termination
thereof without such consent shall be void; provided, however,
that the Lessor may amend or supplement the Lease to provide
for an increase or decrease of amounts due as rentals under
Section 2 thereof and/or Casualty Values under Section 6
thereof provided that no such decrease shall reduce said
amounts below that which are necessary to satisfy the obliga-
tions of the Lessor under the Security Document, notwith-
standing any limitation of liability of the Lessor contained
therein.

4. The Lessor does hereby constitute the Vendor
the Lessor's true and lawful attorney, irrevocably, with
full power (in the name of the Lessor, or otherwise), to
ask, require, demand, receive, compound and give acquittance
for any and all Payments due and to become due under or
arising out of the Lease to which the Lessor is or may become
entitled, to enforce compliance by the Lessee with all the
terms and provisions of the Lease, to endorse any checks
or other instruments or orders in connection therewith and
to file any claims or take any action or institute any pro-
ceedings which the Vendor may deem to be necessary or advis-
able in the premises.



5. Upon the full discharge and satisfaction of
all the Lessor's obligations under the Security Document
and the Participation Agreement, this Assignment and all
rights herein assigned to the Vendor shall terminate, and
all estate, right, title and interest of the Vendor in and
to the Lease shall revert to the Lessor.

6. If an event of default under the Security
Document shall occur and be continuing, the Vendor may declare
all sums secured hereby immediately due and payable and
may apply all such sums against the amounts due and payable
under the Security Document.

7... The Lessor will, from time to. time, do and
perform any-other act and will execute, acknowledge, deliver
and file, register, deposit and record (and will refile,
re-register, re-record or redeposit whenever required) any
and all further instruments required by law or reasonably
requested by the Vendor in order to confirm or further assure,
the interests of the Vendor hereunder.

8. The Vendor may assign all or any of the rights
assigned to it hereby or arising under the Lease, including,
without limitation, the right to receive any Payments due
or to become due. In the event of any such assignment,
any such subsequent or successive assignee or assignees
shall, to the extent of such assignment, enjoy all the rights
and privileges and be subject to all the obligations of
the Vendor hereunder.

9. The Lessor will pay and discharge any and
all claims, liens, charges or security interests {other
than created by the Security Document) on the Lease or the
rentals or other payments due or to become due thereunder
claimed by any party from, through or under the Lessor, or
its successors and assigns (other than the Vendor), not
arising out of the transactions contemplated by the Security
Document or the Lease (but including tax liens arising out
of the receipt of the income and proceeds from the Units)
which, if unpaid, might become a claim, lien, charge or
security interest on or with respect to the Lease or such
rentals or other payments equal or superior to the Vendor's
interest therein, unless the Lessor shall be contesting
the same in good faith by appropriate proceedings in any
reasonable manner and the nonpayment thereof does not, in
the opinion of the Vendor, adversely affect such interests
of the Vendor.



; 10. This Assignment shall be governed by the laws
of the State of Utah, but the parties shall be entitled
to all rights conferred by Section 20c of the Interstate
Commerce Act.

11. The Lessor shall cause copies of all notices
received in connection with the Lease and all payments here-
under to be promptly delivered or made to the Vendor at
its address set forth in Article 20 of the Security Document,
or at such other address as the Vendor shall designate.

12. The Vendor hereby agrees with the Lessor that
the Vendor will not, so long as no Event of Default under
the Lease or event of default under the Security Document
has occurred and is continuing, exercise or enforce, or
seek to exercise or enforce, or avail itself of, any of
the rights, powers, privileges, authorizations or benefits
which are assigned and transferred by the.Lessor to the
Vendor by this Assignment, except the right to receive and
apply the Payments as provided in Paragraph 1 hereof, and
that, subject to the terms of the Lease arid the Security
Document, the Lessor may, so long as no event of default
under the Security Document or Event of Default under the
Lease has occurred and is continuing, exercise or enforce,
or seek to exercise or enforce or avail itself of, such
rights, powers, privileges, authorizations or benefits.

13. Notwithstanding any other provision of this
Assignment (including, but not limited :to, any provision
of the first paragraph of Paragraph 1 and Paragraph 3 hereof),
(a) the terms of this Assignment shall not impose any obliga-
tions on the Lessor in addition to the obligations of the
Lessor under, the Lease or under the Security Document or
in any way limit the effect of the last paragraph of Article
3 of the Security Document, Article 21 of the Security Docu-
ment or Section 22 of the Lease, (b) so long as there is
no event of default under the Security Document, and to
the extent that the Vendor does not seek to receive and
collect any Payments under the Lease in excess of the amounts
required to discharge the obligations of the Lessor under
the Security Document, the terms of this Assignment shall
not limit or in any way affect the Lessor's right to receive
and collect any Payments under the Lease in excess of the
obligations of the Lessor under the Security Document, or
empower the Vendor in any way to waive or release the Lessee's
obligation to pay such excess amounts, and the Lessor shall
continue to be empowered to ask, demand, sue for, collect



and receive any and all of such excess amounts, but shall
not take any action under subparagraph (b) of Section 9
of the Lease without the written consent of the Vendor and
(c) each, and all of the representations, undertakings and
agreements herein made on the part of the Lessor are each
and every one of them made and intended not as personal
representations, undertakings and agreements by First
Security Bank of Utah, National Association, or for the
purpose or with the intention of binding said bank person-
ally but are made and intended for the purpose of binding
only the Trust Estate as such term is used in the Trust
Agreement, and this Assignment is executed and delivered
by the said bank solely in the exercise of the powers
expressly conferred upon said bank as trustee under the
Trust Agreement, and that no personal liability or per-
sonal responsibility is assumed by or shall at any time
be asserted or enforceable against said bank, except for
wilful misconduct or negligence, or against the Benefici-
ary under the Trust Agreement or on account of any repre-
sentation/ undertaking or agreement of the Lessor or such
Beneficiary, either expressed or implied, all such personal
liability, if any, being expressly waived and released by
the Vendor and by all persons claiming by, through or under
the Vendor; provided, however, that the Vendor or any person
claiming by, through or under it, making claim hereunder,
may look to said Trust Estate for satisfaction of the same.

IN WITNESS WHEREOF, the parties hereto have caused
this instrument to be executed in their respective corporate
names by officers thereunto duly authorized, and their respe-
ctive corporate seals to be affixed and duly attested, all
as of the date first above written.

FIRST SECURITY BANK OF UTAH,
NATIONAL ASSOCIATION, as Trustee,

Authorized Officer

[Corporate Seal]

Attest: ;

Authorized Officer



MERCANTILE-SAFE DEPOSIT AND
TRUST COMPANY, as Agent,

. "'. .'.'•':• •'• ' " by ; ''. .

Assistant Vice President

[Corporate Seal]

Attest:

Corporate Trust Officer



STATE OF UTAH, )
) ss. :

COUNTY OF SALT LAKE, )

On this day of 1975, before me person-
ally appeared , to me personally
known, who, being by me duly sworn, says that he is an Autho-
rized Officer Of FIRST SECURITY BANK OF UTAH, NATIONAL
ASSOCIATION, that one of the seals affixed to the foregoing
instrument is the corporate seal of said association, that
said instrument was signed and sealed on behalf of said asso-
ciation by authority of its Board of Directors and he acknowl-
edged that the execution of the foregoing instrument was the
free act and deed of said association.

Notary Public

[Notarial Seal]

My Commission expires



STATE OF MARYLAND, )
) SS. :

CITY OF BALTIMORE, )

On this day of 1975, before me person-
ally appeared , to me person-
ally known, who, being by me duly swornt says that he is
an Assistant Vice President of MERCANTILE-SAFE DEPOSIT AND
TRUST COMPANY, that one of the seals affixed to the foregoing
instrument is the corporate seal of said corporation, that
said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directors and he
acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation.

Notary Public

[Notarial SealJ

My Commission expires



LESSEE'S CONSENT AND AGREEMENT

The undersigned, a corporation duly incorporated
under the laws of the Commonwealth of Kentucky, the Lessee
named in the.Lease (here inafter called the Lease) refer red
to in the foregoing Assignnient of Lease and Agreement (here-
inafter called the Assignment)", hereby (a) acknowledges
receipt of a copy of the Assignment and (b) consents to
all the terms and conditions of the Assignment and agrees
that:' ' . •'•, . .-.:' •• :•-.'• • ' •-. ••• • ' .";.•-•'.•.-. •

(1) it will pay all rentals, casualty payments,
liquidated damages, indemnities and other moneys pro-
vided for in the Lease due and to become due under
the Lease, directly to Mercantile-Safe Deposit and
Trust Company.> as Agent (hereinafter called the
Vendor), the assignee named in the Assignment, at
P.O. Box 2258, Two Hopkins Plaza, Baltimore, Mary-
land 21203, attent ion of Corporate Trust Department/
or at such other address as may be'furnished in writ-
ing to the'undersigned by the Vendor);

;(2) The Vendor shall be entitled to the bene-
fits of, and to receive and enforce performance of,.
all the covenants to be performed by the'undersigned

'under the Lease as though the Vendor were named
therein as the Lessor; '':'•".

(3) the Vendor shall not, by virtue of the
Assignment or this Consent and Agreement, be or
become subject to any liability or obligation under
the Lease or otherwise; and

(4) the Lease shall not, without the prior writ-
ten consent of the Vendor, be amended, terminated or
modified, nor shall any action be taken or omitted by
the undersigned, the taking or omission of which might
result in an alteration or impairment of the Lease or
this Consent and Agreement or of any of the rights
created by any thereof.

This Consent and Agreement may be executed in sev-
eral counterparts, each of which when so executed shall
be deemed an original, and such counterparts together shall
constitute one and the same instrument.



This Consent and Agreement, when accepted by the
Vendor by signing the acceptance at the foot hereof, shall
be deemed to be a contract under the laws of the Commonwealth
of Kentucky and, for all purposes, shall be construed in
accordance with the laws of said State.

Dated as of November 1, 1975

[Corporate Seal]

Attest:

LOUISVILLE AND NASHVILLE
RAILROAD COMPANY,

by

Vice President

The foregoing Consent and Agreement is hereby accepted,
as of the 1st day of November 1975.

; MERCANTILE-SAFE DEPOSIT AND
TRUST COMPANY, as Agent,

by

Assistant Vice President
[Corporate Seal]

Attest:

Corporate Trust Officer



COMMONWEALTH OF KENTUCKY, )
.• ". '.' ..' ':."." :.:"..''. , .' . . ' ' ' . ' . ) ss. :
COUNTY OF JEFFERSON, )

On this day of 1975, before me per-
sonally appeared , to me
personally known, who, being by me duly sworn, says that he
is Vice President Of LOUISVILLE AND NASHVILLE RAILROAD
COMPANY, that the seal affixed to the foregoing instrument
is the corporate seal of said corporation and that said
instrument was sighed and sealed on behalf of said corpora-
tion by authority of its Board of Directors and he acknowl-
edged that the execution of the foregoing instrument was
the free act and deed of said corporation.

Notary Public

My Commission expires



EXHIBIT D TO THE
': ' RECONSTRUCTION AND
CONDITIONAL SALE AGREEMENT

HULK PURCHASE AGREEMENT /

' Lou i s v i 1 1 e and Nas h v i 1 1 e Ra i 1 r bad Compan y

' November 1, 1975

Gentlemen: " '.• "••''^•- "-." -\- •'•' ' \": "•'•-:/'~'''"' • '.'.-.'-. • •

and Nashville Railroad Company, a corpo-
ration organized under the laws of Kentucky (the "Seller" ),
owns the railroad equipment described in Exhibit A hereto
(collectively ̂  the ? "Hulks" and indiyidually ;a "Hulk") . The
Seller desires to sell the Hulks and First Security Bank of
Utah/ Nat ipnal Association (the "Buyer") , acting as trustee
for a Trustor under a Trust Agreement dated as of the date
hereof, desires to purchase the Hulks for the Purchase Price
set forth in Exhibit A (the "Purchase Price" }.

; ̂ ' ^ The Seller will, from time to time, prior to deliv-
ery thereof '-to the; Builder for r^cphstruCt ion, as provided in
the Reconstruction and conditional Sal e Agreement (the "Con-
ditional Sale Agreement") dated as of the date hereof among
the Buyer, Mercantile-Safe Deposit arid Trust Company, as
agent under a Participation Agreement (the "Participation
Agreement" ) dated as of the date hereof, and L&N investment
Corporation; (the "Builder" ) y deliver to the Buyer a Bill or
Bills of Sale transferring title to a group of Hulks and war-
ranting that at the date of ;such Bill or Bills of Sale the
Seller had legal title to such Hulks and good and lawful
right to sell the same and that title to such Hulks trans-
ferred to the Buyer by such Bill or Bills of Sale was free
of all claims, liens, security interests, security titles and
encumbrances of any nature. On or after the date of such
Bill or Bills of Sale, the Seller will deliver the Hulks in
such group to an authorized representative of the Buyer at
such point or points within the United States of America as
shall be specified by the Seller. The sale and delivery of
the Hulks pursuant to this Agreement shall commence as soon
as practicable arid shall be completed on or before such
date as shall permit the completion of reconstruction of
each Hulk by October 15, 1976. "

Notwithstanding anything to the contrary contained
herein, the Buyer shall have ho obligation to purchase or
accept Hulks delivered hereurider after ( i) any event of default



as defined in Article 14 of the Conditional Sale Agreement
or any event (includ ing the commencement of any proceed ing
or the f il ing of any petition of the nature 'specified in
subparagraphS; (;c)- and (d) of Airtiele 14 thereof) which, with
lapse of time; failureY'tq> takeaffirmative action and/or
demand, could constitute an event of default thereunder shall
have occurred, or (ilj the Buyer shall have delivered written
notice to the Seller that any of the conditions contained in
Paragraph 7- of the Participation Agreement have not been met
or waived. - •. ''•:> -•••':'.. " ". '•' ':•'••-'• •-/ :-. :'/••''. •"'•*'.;•' :•'••:'• •"• - '

The Buyer at the times hereafter specified will pay
to the Seller the Purchase Price of each Hulk in each group
subject to all the terms and conditions of this Agreement,
including without limitation the following conditions: (a)
receipt of the Bill,or Bills of Sale with respect thereto
specified in the second paragraph hereof,(b);receipt of
a Certificate or Certificates of Acceptance signed by the
Buyer's authorized representative stating that the Hulks
in such group have been delivered to and accepted on behalf
of the;Buyer, (c) receipt of a written opinion of counsel
for the Seiler dated the date! of such Bill or Bills of Sale,
addressed to the Buyer and stating that such;Bill 6r BilIs
bf Sale are valid arid effective to transfer the Lessee's
title to such hulks to the Buyer.

Each such Bill of Salie shall contain the following
information with respect to each type of Hulk included in the
group of Hulks covered thereby: quantity, description, the
Seller's identifying numbers and place of delivery. Subject
only to the conditions set forth in Paragraph 7 of the Par-
ticipation Agreement, the Buyer will pay the Purchase Price
of each Hulk delivered and accepted as aforesaid to the
Seller either on (i) the Closing Date relating to such Hulk
fixed as provided in the Conditional Sale Agreement or (ii)
October 15, 1976, whichever is earlier.

The Buyer mayassign and/or transfer any or all of
its rights under this Agreement and/or any or alT of its
rights to possession of any of the Hulks. Any such assign-
ment or transfer may be made by the Buyer without the
assignee or transferee assuming any of the obligations of the
Buyer hereunder. The Buyer and the Seller acknowledge that
such assignment or transfer is con tempi ated.b All of the
rights of the Buyer hereunder shall inure°to the benefit of
the Buyer's assigns.

Notwithstanding the delivery of any Bill or Bills



of Sale hereunder, the Seller agrees that all responsibility
with respect to any Hulk covered by such Bil^. or Bills of
Sale, its use and operation and risk of lossi thereof, shall
remain withthe Seller juntil such Hulk is deliyered to and
Accepted by the authorized'representative 6f the Buyer, as
provided above, and the Seller agrees to indemnify and hold
the Buyer harmlessi from any claim made against the Buyer by
reason of the transfer of title to the Hulks prior to such
delivery and acceptance or with respect to the validity of
such title, free from all claims, liens, security interests,
security title or encumbrances of any nature other than those
of the Buyer at the time of such delivery and acceptance.
Upon such delivery and acceptance, all responsibility and
risk of loss with respect to such Hulk shall pass to the
Buyer *• : , :./•.--]..'i-. .:• • '.- . .•:.'. •'•••/• ' • -:v :- '. '.' •.':••, •„•.'.- •'•"•'.•••

• .- • • ~ ".' =- ' • . - " ' , , . , " ' " " " . -••-.- .• " '• ' - ., "/ • /.. •. • •'

In the event; that any Hulk is notJso delivered to
the Buyer after the date of any Bill or Bills of Sale with
respect thereto the Buyer will assign to the Seller, without
warranty of any kind, whatever right, title and interest
the Buyer may then have in such Hulk and such Hulk shall
thereafter be excluded from the provisions of this Agreement.

" f The Seller hereby represents: and "warrants to the
Buyer, its successors and assigns, that (i) this Agreement
wa$ duly authorized by it and lawfully executed and delivered
fora valid consideration, the performance of this Agreement
will not conflict with any provision of law or with its Char-
ter or By-laws or of any agreement binding upon it and
(assuming valid authorization, execution and delivery by the
Buyer) this Agreement is, in so far as it is concerned, a
valid and existing agreement binding upon it in accordance
with its terms as they are now in force; and (ii) no approval
is required from any regulatory body with respect to the
entering into or performance by it of this Agreement.

It is expressly understood and agreed by and
between the parties hereto, anything herein to the contrary
notwithstanding, that each and all of the undertakings and
agreements herein made on the part of the Buyer, are made and
intended not as personal undertakings and agreements by First
Security Bank of Utah, National Association, or for the pur-
pose or with .the intention of binding said Bank personally
but are made and intended for the purpose of binding only the
Trust Estate as such term is used in the Trust Agreement
hereinabove referred to, and this Agreement is executed and
accepted by said Bank not it its own right but solely in the



exercise of the powers expressly conferred upon it as trustee
under the Trust Agreement; and that no personal liability or
personal responsibility is assumed by or shall at any time be
asserted or enforceable against said Bank or the Trustor
hereinabove referred to on account of this Agreement or on
account of any representation, undertaking or agreement of
said Bank or the Trustor, either express or implied, all
such personal liability, if any, being expressly waived and
released by the Seller and by all persons claiming by,
through or under the Seller; provided, h 6weye r, that the
Seller or any person c1aiming by, through or under any of it,
making claim hereunder, may look to said Trust Estate for
satisfaction of the same.

If the foregoing arrangement concerning sale of the
Hulks is satisfactory to the Buyer, please confirm by signing
and returning the enclosed copy of this letter to the under-
signed.

Very truly yours,

LOUISVILLE AND NASHVILLE RAILROAD
COMPANY,

by

Vice President

Accepted as of the date
first set forth above.

First Security Bank of Utah,
National Association, as
Trustee,

b y . A . • • • • • ' " ' • . " .

Authorized Officer



HULK PURCHASE AGREEMENT

EXHIBIT^

juantity

303

D e s c r ip tion

70^-ton Open-Top
Hoppers

Purchase
Rbad Numbers Price

73007,
73020,
73050;
73074,
73096;
73180,
73197,
73255,
73270,
73311,
73337,
73162,
73386,
73427,
73470,
73*97;
73537,
73567,
73582,
73623,
73675,
73749,
73755,
73817,
73887,
73899,
73937,
73944,
73960,
73999,
74016,
74045,
74071,
74094,
74170,
74246,
74371,

73014, .-.- $1,400
73032,
73071V •••
73078,
73156, •'•"•'• • '-••••• ••'•'•'.
73192,
73238,
73263,
73304,
73317,
73357,
73366,
73408 ;
73457,
73493,
73535,
73558;
73576,
73595;
73652,
73707,
73751,
73767,
73821,
73893,
73924,
73938,
73959,
73974,
74006,;
74030, .-•••:--.•,
74066,
74086,
74136,
74228,
74328,
74401,

Total
Purchase
Price

$424,200

• ; • ' ' ' • •



Quantity Description Road Numbers
Purchase
Price

Total
Purchase
Price

744p4>
74441,

74515 >
74560,
74605,
74624,
74640,
74658>
74679,
74683,
74724,
74755,
74765,
74787 ,
74836,
74840,
74871,
74881,
74933,
74961,
74991;
150112
150135
150145
150185
150268
150302
150362
150460
150529
150614
150743
150854
150896
151073
151100
151144
151165
151238
151271
151381
151387

74420,
74448>
74511,
74524,
74587,
74619,
,74636,
74644;
74677t
74680,
74696,
7474?,
74762,
74776,
74825,;
74837,
74861,

;74873,
74908,
74959,
74979,
150002,
, 150125,
, 150139Y
; 150171,
,150235,
,150286,
, 150304,
, 150397,
,150470,
, 150597,
,150630,
, 150744,
, 150858,
, 150964,
, 151098,
, 151114,
,151154,
,151171,
, 151253,
, 151297,
,151386,
, 151394,



juantity Description

Total
Purchase Purchase

Road .Numbers Price Price

151413,
151463,
151553,
151588,
151719,
151762,
151777,
151796,
151815,
151851,
151956,
152009,
155100,
152229;
152248,
152347,
1523.79,
152471,
152501;
152527,
15254di
152 563 >
152571,
152587;
152658,
152737,
152774,
152781,
152811,
152905,
152934,
152960,
152968,
152985,
153032,
153150,
153175;
153185,
153259,
153338,
153780,
153844,
153934,

151459,
151532,
151558,
151662
151724,
151767,
151791,
151805,
151840,
151862,
152000,
152082, «
152125,
152241,
152287,
152359,
152440,
152489,
152503,
152530,
152542,
152565,
152577,
152623;
152671;
152743,
152776,
152798,
152878,
152932, 'I.
152953,
152963,
152970, :
152995,
153135,
153154,
153178,
153192,
153300,
153691,
153836,
153887,
153959,



Quantity Description

64 80-ton Open-Top
Hoppers

; '

Purchase
Road: Numbers Price

153971,
154058,
154192,
154253,
154336,
154414,
154466 ,
154500,
154509,
154533,
154555,
154749,
154833,
154902,
154907,
154947,
155009,
155057,
155179,
155214,
155264,
155330,
155351,
155416,
155443,
155619;
155822,
155883,
156057

180024,
180161,
180188,
180315,
180629,
180692,
180841,
182153,
182644,
182811,
183029,
183433,
184559,

154030,
154138,
154236,
154260,
154368;,
154420,
154477,
154506,
154531,
154542,
154743,
154760,
154848,
154903,
154945,
154993,
155012,
155064,
155207,
155243,
155311, ;

155349,
155376,
155428,
155518;
155751,
155873,
156044,

180160, $1,400
180166,
180226,
180415,
180666 ,
180819,
180916 ,
182510,
182725,,
182932,
183391,
183554,
184763,

Total
Purchase
Price

$ 89,600



Quantity Description

33 100-ton Open-Top
Hoppers " ' • ' ' ' • " '

10 70-ton Covered
Hoppers

'•.•• ." :'v •'{'." • ' " ':"
;/• Purchase

Road vNumbers Price

185192,
186732,
186946,
186981,
187286,
187334,
187413,
187569,
187842,
187972,
188094,
188184,
188353,
188503,
188578,
188801,
188853,
189291,
189307,

191001,
191018,
191055,
191106,
191208,
19131.2,
191404,
191420,
191435,
191584,
191619,
191625,
191682,
191726,
191799,
191842,
:19T887

186114,
186923,
186978,
187247,
187313,
187357,
187553,
187699,
187897,
188062,
188095,
188328,
188397,
188574,
188598,
188850,
189195,
189300,
189411, : ;;'.:.

191017, $1,400
I$rd27,
191097,
191192,
191210,
191315,
191414,
191421,
191465
191608,
191622,
191630,
191699,
191774,
191807,
191844,

Total
Purchase
Price

i .- •

$ 46,200

37394, 37445,
37488, 37496,
37575, 37619,
37666, 37680,
37721, 37736

$1,400 $ 14,000



Description

100-ton Covered
Hoppers

Purchase
Road Numbers Price

38651, 38654, $1,400
38664, 38665,
38709, 38712,
38713, 38727,
38743, 38745,
38747, 38760,
38781, 38801,
38826, 38834,
38843, 38845,
200067, 200184,
200323, 200345,
200418, 200442,
200444, 200449,
200471, 200534,
200541, 201023,
201032, 201052,
201089, 201101,
201114, 201128,
201144, 201147,
201162, 201163,
201207, 201208,
201334, 201389

Total
Purchase
Price

$ 61,600



EXHIBIT E
to the

RECONSTRUCTION AND
CONDITIONAL SALE

J^:'.';-. AGREEMENT

PARTICIPATION AGREEMENT

Dated as of November 1, 1975

....• • -.•'.•••.,'• • ••'. •;.' . : . among/. •; ..:; •'"•; .. •':-'.- . •; ';:

LOUISVILLE AND NASHVILLE RAILROAD COMPANY

MERCANTiLE-S AFE DEPOSIT AND TRUST COMPANY

BORG-WARNER^ EQUITIES'CORPORATION

FIRST SECURITY BANK OF! UTAH,. NATIONAL ASSOCIATION,
: . . ' ' ' • ' • " . • ' ' • - . ' • . • ' . a s Trustee " • • • - . • • • • • • . .';' • . - . . •

and

THE PARTY NAMED IN SCHEDULE A HERETO

Covering 54 Reconstructed Covered Hppper Cars
and 400 Reconstructed Open Top Hopper



; PARTICIPATION AGREEMENT dated as of
November 1; 1975, among MERCANTILE-SAFE
DEPOSIT AND TRUST COMPANY, a Maryland banking
corporation (hereinafter^called ;the Agent),

; : • BORG-WARNER EQUITIES1 CORPORATION;;a Delaware
; corporation (hereinaftercalled the Owner

ivV 5 '"•'./"•. Participant)> FIRST SECURITY:BANK/OF UTAH,r
: ''/• NATIONAL ASSOCIATION,; a: national banking

association, acting riot in its individual
capacity but solely as trustee (hereinafter
called the Lessor or the Owner Trustee) under
a Trust Agreement (hereinafter called the

/';-:• '; Trust Agreement), dated as of November 1;
• - 1975, With the;Owner Participant, as Bene-

:•.,.',.. ficiary, LOUISVILLE AND NASHVILLE RAILROAD
. COMPANY, a Kentucky .corporation (hereinafter

.;; ',,,•''-.. ; / -called the Lessee) . and THE PARTY NAMED IN
•/•'.. . SCHEDULE.A HERETO(hereinafter sometimes

; . :9̂ He<3 the Original investor and together
; ; j with its successors and assigns'cabled thev

'''.."•'••.'•, .:'..-;.;v; .'•".. Investors),. ', ' "..'̂ . ',.'• ': -.-"" ',.":̂  '':•.["• - ..-.' .'.]'• ';' ,.^;";,""-

This Lessor prdposes to acquire 454 units of used
rail road equipment (hereinafter called the Hulks) from the
Lessee pursuant to a Hulk Purchase Agreement dated as of :

November 1,1975, in substantially the fbrm of Exhibit D to
Annex A hereto. The Agent will acquire, ^and the Lessor will
subject the Hulks to, a security interest in favor of the
Agent pursuant to a Transfer Agreement dated as of the date
hereof (hereinafter called the Transfer Agreement), in sub"-
stantially the form of Exhibit A to Annex A hereto. There-
after, the Agent, the Lessor and L&N Investment Corporation,
a Delaware corporation (hereinafter called the Builder) will
enter into a Reconstruction and Conditional Sale Agreement
dated as of the date hereof (hereinafter called the Recon-
struction and Conditional Sale Agreement), in substantially
the form of Annex A hereto, pursuant to which the Builder
.will cause the Hulks to be reconstructed (the .reconstructed
Hulks being hereinafter called the Equipment) in accordance
with specifications of the Lessor for the account of the
Agent. The Agent will sell the Equipment to the Lessor upon
completion of reconstruction, reserving a security interest
therein. It is understood that the Lessor, notwithstanding
the foregoing, will at all times remain the beneficial owner
of the Hulks and the Equipment, the interests Of the Agent
being only a security interest reserved under the Reconstruc-
tion and Conditional Sale Agreement.



The Original Investor will finance 77% of the cost
of the Equipment by- investing in theiGonditibnai Sale indebt-
edness '"•'(as•defined in; the Flecbnstruction arid Conditional
Sale Agreement)/ arid;the Owner Participant will finance.
23% of the cost of the Equipment by making funds available
to the OwnerTrustee pursuant to the Trust Agreement.

The Lessor proposes to lease the Equipment to the
Lessee pursuant to ;a Lease of Railroad Equipment, dated as of
the date hereof (hereinafter called the Lease) substantially
in the form of Exhibit B of Annex A hereto. The Lessor then
proposes for security purposes to assign its rights in, to and
under the Lease to the Agent pursuant to an Assignment of
Lease and Agreement dated as of the date herepf (hereinafter
called the Lease Assignment), substantially;:in; the:form of
Exhibit;C of Annex A hereto until;the Owner Trustee; fulfills
all its obligations under theReconstruction and Conditional
Sale Agreement. . "\,' .'.", ,' '•".." ..,',,,.-.'••. ,7,. V.•/;'.,"';. ...;.. I.,'/..''''. '•"

" ; NOW, THEREFORE, in consideration of the mutual agree-
mentshereinafter contained, the parties^hereto agree as
follows: •'..'••'••': ."V v̂-''::'.̂ V':;"'-::. •;:•-';: ;••""': ••;':'v:.'; :':'';';"':^;-•'"; •'K"" . " ' " " : •

1. The Owner^Trustee will enter into thei Hulk ;
Purchase Agreement and the Reconstruction and Conditionail Sale
Agreement and pursuaht thereto purchase, as hereinafter pro-
vided, Hulks and units of Equipment having an aggregate;Pur-
chase Price (as defined in the Reconstruction and Conditional
Sale Agreement) not exceeding $4,600,000.

On or before the First Delivery Date (as herein-
after defined) for the Hulks, the Owner Trustee and the Lessee
will enter into the Lease, the Owner Trustee will enter into
the Lease Assignment in respect of the Lease with the Agent,
and the Lessee will consent to said Lease Assignment pursuant
to the Lessee's Consent and Agreement (hereinafter called
the Consent) in substantially the form attached to the Lease
Assignment....'' •-'•''.- '..•''...".''•. . :• ' .•:• ' • \ . ;. ••;••;.--; ; ,.' • •'. ':

2. Subject to the termsand conditions hereof, the
Original investor will pay to the Agent,in Baltimore oriNew
York Clearing House funds, not later than 11:00 :a.m., Baltimore
time, on the dates set forth opposite such Original Investor's
name in Schedule A hereto (each such date being "hereinafter
called a Date of Deposit), the amount set forth opposite



such Original Investor's name in Schedule A hereto in respect
of such Date of Deposit. The Agent will give to the Original
Investor written notice of the payment to be made by such
Original investor at least six business days prior to its
Date of Deposit; r (;;, .V; •:•;'" (.•{ •:':;;,:- -."':.•• '" : 'v':/ ••'•'• ".•;-•. • - : ' •'

:i Upon payment tothe ;Agent of any amount required
to be paid by the Original investor pursuant to \'this Para-
graph 2, the:Agent will execute and deliver to such Original
Investor (or, upon the written vrequest cbf such Or iginal
Investor, ;to; the nominee or nominees of;such Original
Investor)r a certificate or certificates?of;interest with
respect to such payment dated the Date of Deposit substan-
tially in the form annexed hereto as Annex B..

The term "business days" as used herein means cal-
endar days, excluding Saturdays, Sundays and any other day
oh which banking; insti. tut ions ̂ih ̂ Baltimore, Maryland, New
York/ New York, or Chicago, Illinois> are "autliorized^pr
obligated to remain closed. All interest under this Agree-
ment shall be caiculaited on the basis ,of a 360-day year
of twelve 30-day months. / .''.. '.-.',•!• '.";'' .V'.":.' .••..' ;'."' ;-". '•'.''''.''•..•" '.-."•.

: : "J; As soon-as practicable after the delivery of any
certifidate of interest/ the Agent will deliver to the holder
thereof a schedule of payments reflecting the dates and amounts
of prihcipal and interest payments to be made in respect of
such certificate. ; Each Investor,^simultaneously with the
final payment to it of all amount's payable in respect of-such
certificate, will; surrender such certificate to the Agent.

Pursuant to the Lease Assignment, the Agent will
acquire for security purposes the rights of the Owner Trustee
in , t o a n d under t h e Lease. '. _ ' . . '

The forms of the Annexes to this Agreement and
the Exhibits thereto are hereby approved by the Original
Investor and the Agetit is authorized to enter into those
Agreements represented thereby to which it is a party.
The Agent will not enter into or consent to any modification
or supplement to such forms that could adversely affeet
the interests of the Investors without the prior written
approval of the Investors, it being understood and agreed
that changes in the provisions of the Lease which are hot
intended or necessary to satisfy the obligations 6f the
Owner Trustee under,the Reconstruction and Conditional Sale
Agreement shall not be deemed to adversely affect the inter-
ests of the Investors.



The Agent will hold themoneys deposited with it
pursuant hereto and.' Investments (as Jdef ined in Paragraph 8
hereofj purchased bythe use of such moneys and any proceeds
thereof or interest thereori:in rjespect thereof^ and the rights
under the Reconstruction and Conditional Sale Agreement and
the Transfer Agreement'^ahd secur ity title to the riulks and
the Equipment •.f;6il6w/ing\-*del;iyery\:-an4/-ac.eeptah'ce/\-as; provided
in theReconstructionand Conditional Sale Agreement and the
Transfer Ag-reemerit, the;-security interest in the Lease and
any payments received by it pursuant to the vLease, in trust
for the benefit of the Investors in accordance with itheir
respective interests therein as such interests from time to
time shall appear. ;The interests of the,Investors in each
instalment of the aggregate Conditional .Sale Indebtedness
shall be in proportion to their respective investments in
the aggregate Conditional Sale indebtedness, plus .accrued
and unpaid interest from time to time outstanding. It is
expresslyunderstpod^and^agreed that the obligations of
the Agent .hereunder as such title holder and with respect to
the payments to the Investors to be made by the Agent .are
only those expressly set forthvhefein. :

; 3. Thei:Lessee represients and warrants as follows:

r (a| VThe Lessee has riot directly or indirectly-
offered or Jsold arty of the Conditional Sale"1^
ness or other securities to, solicited offe-fs to buy
any of the Conditional ;Sale indebtedness or other
securities from, or otherwisei approached or'riegotrated
in respect of the purchase^ or sale or other^disposition
of any of the Conditipnal Sale Indebtedness or other
securities with, any person so as to bring the sale
of the Conditional Sale Indebtedness within the provi-
sions of Sectipn 5 of the Securities Act of 1933, as
amended. The Lessee will not offer any conditional
sale indebtedness or other securities to, or solicit
any offer to buy any thereof from any other person Or
apprpach pr .'negotiate with any pther perspn in respect
thereof, so as to bring the sale of the Conditional
Sale Indebtedness within theprpyisipns of Section 5

;.-. of/ said Securities Act. ^.-,':••'•'• ..-;'.• ^. :•..•••'.'-. '•.••••••• ••••.,•"•'• ..••''.' '.-•/

(b) The Lessee has furnished to the Owner Par-
ticipant and the Original inyes tor consolidated balance
sheets of the Lessee as of December 3l> 1973 and 1974,
related consolidated statements of income and retained
earnings and a cpnsolidated balance sheet as of June 30,



1975 > together with ;an income statement for the six
months 'then ended; Such consolida"ted financial state-
liehtsKaite in accordance with the books ̂ and records
of the lessee-and have been prepared in accordance
with accounting principles required for railroads by
the Interstate Commerce Commission and in accordance
with generally accepted accounting principles. These
statements have been applied on a consistent basis
throughout the per iod covered thereby. The '.financial
statements present fairly the financial condition of
the Lessee at such dates and the results of its opera-
tions for such periods. The statements of changes in
financial position furnished for the years 1973 and
1974 fairly present the xrhangesvin financial ;position
for .such period s^ > 0';' ;. ...'.-.;'•> -:-:V''.-;: (•;;;••.-/.••: -.C; -••'..'• •' ' , ; v : -

; •.,'-.. '•.

(:?) / No authorization or ̂ approval from>any
governmental or public body or authdiity of the
United Sjtates of Americaf:br ;of any of the Spates ,
thereof or the pistrlet of Columbia/ is necessary
for the execution, del'iyery and per formance of th is
Agreement; the Reconstruction and Conditional Sale
Agreement, the Lease, the -Lease Assighment'or the
Consent.- ':'" •'".- :;; \ :i:" :-'• ••'-' •'•• : •'"'.' ;'"' • '"'"'"•'.'.'• -'•..''•'; -'-' ":'V".' " '" '

(d| Neither vthe•'''execution! and delivery of this
Agreement; the Hulk Purchase Agreement, the Lease or
the Consent nor the consummation of the transactions
herein and therein contemplated or the fulfillmerit
of/or compliance with, the terms and provisions
hereof and thereof will conflict with, or result in
a breach of, any of the terms, conditions or provisions
of the certificate of incorporation (as amended) or
the by-laws (as amended) of the Lessee or of any bond,
debenture^ note, mortgage, indenture, agreement or
other instrument to which the Lessee is now ;a party
or by which it pr its property may be bound, or
constitute (with the g iving of not ice Or the passage
of time or both) a default thereunder.

(e) Neither the execution and deliyery by the
Lessee of this Agreement, the Hulk Purchase Agreement,
the Lease or the Consent nor the consummation of the
transactions herein and therein contemplated nor the
fulfillment of, or compliance with, the terms and pro-
visions hereof and thereof will conflict with, or
result in a breach of, any of the terms, conditions



or•provisions of any l:awv-;pr-" ar$ regulation, order,
: injunction ;"Pr\d£er^^

irisfcruineritalitv: ; : ' • • ' ; . ' • ' ' ; ; ' . ' ; i ' ' ' ' ' . '". .• '• ' ' . ' / , ' • • ' ':'•••".'••'.. ' . • • ' . ' . " ' ' " ' " '::in's"'fer;^mentali:tY>•:;

".'.'' •'" •.•[';, '" :; :(f) '-No^^ortgage^^deed^of trust or other lien
;Of ;any Mature whatsoever: which now covers; or affects
any property or interest therein of the Lessee, now
attaches pr hereafter will attach to the Hulks or the
Eguipinerit or in any manner affects or will affect
adversely the right, title and interest of the Owner
Trustee or the Agent therein; provided, however, that
such diens may attach to the rights of the Lessee under
the Lease in and to the Equipment.

4. . ;The Owner :Par tic ipant represents and warrants
that it has not directly or indirectly offered or sold any
of the Conditional Sale Indebtedness or other securities to,
solicited offers to buy any of the Conditional Sale indebt-
edness or other securities ^from, or otherwise approached
or negotiated .in respect of the purchase or sale or other
disposition of ; any;. of the Condi tipnal Sale Indebtedness or
other secur itres • withy any person so as 'to ; bring the sale
of ^ the i Conditional Sale Indebtedness within the provisions
of Section 5 of the Seeuritiesi Act of 1933, as amended.
The Owner Participant will not offer any Conditional Sale
Indebtedness ;pr other securities to ̂ or solicit any Offer
to buy any thereof ;froiti any other person ;°* approach or
negotiate with any other person in respect thereof, so a^s
to bring the sale of the Conditional Sale Indebtedness
within the provisions of Section 5 of said Securities
Act.-';'- ••-.:- ' - •: . ; . :' .-.' . •'•-.. " _.; ..'.'

5 ... The Or igihal Investor represents that it
is acquiring its interest in the aggregate Conditional
Sale indebtedness for its own account, for investment and
not with a view to, or for sale in connection with, the
distribution of the same, nor with any present intention
of distributing or selling the same, but subject, neyer^
theless, to any requirement of law that the disposition:
of its property ̂ shall ''-at ^^ all times ; be within its cbn-

• ' • ' ' - " ' " ' " ' • ' ' ' ' ' ' ' ' ' ' " "

The interests of the Investors hereunder; have not
been registered under the Securities Act of 1933 and, .accord-
ingly, must be held indefinitely, unless an exemption from



.iŝ ^ it
will riot transfer "its ̂ interest hereunder iny violation of
said Act wvE^eh 7 investor •hereby--agr:^es that any transfer
authorized pursuant; to ̂ he next preeed ing sen tenee of all
or any part of its interest in the Conditional Sale Indebt-
edriess shall be upon the expr ess cond i t ion that the tr ansf er ee
thereof shall ;be bound by the terms of this Agreement. Prior
to any such transfer such Investor shall notify the Agent
in writing thereof and the Agent shall cause to be prepared
and delivered to such Investor an appropriate agreement,
to be entered into among such Investor^ such transferee and
the Agent, evidencing such transfer upon the terms hereof.

6V The obligation of the Agent tp make /payment
to the Builder or .the Lessee pursuant: to the Reconstruction
and Conditional Sale Agreement out of funds deposited with
it pursuant to Paragraph 2 hereof or the proceeds of the
Investments pur suant to Par agr aph 8 hereof ( 'ai.lV of such '. funds
being hereinafter collectively -called .the Inyjestor. ':s /Funds)
shall be subject to the terms i; arid 'condition^ of /the Re con̂ ^
struct ion and Condi tionai; Sale Agteement r̂i'd to (a) the Agent
having no actual ̂  of a Default
(as such term is defined in Paragraph 8 hereof) or of the
commencement of any proceeding or the filing of any petition
of the nature specif ied in subparagraphs (c) and (d) of Article
14 of the Reconstruction and Conditional ̂ Sale Agreement,
which petition 6r proceeding has not been dismissed and (b)
the r ece ipt by the Agent on each Date of Depos it on or pr ior
to the date of such payment of the following documents:

(a) an opinion of Messrs. Crayath, Swaine &
special counsel for the Original Investor and the Agent,
dated such Date of Deposit, to the effect that

. (i) this Agreement, assuming due authoriza-
tion, execution and delivery by the Original
Investor, has been duly authorized/ executed and
delivered and constitutes a legal, valid and bind-
ing instrument;

/ ( ii) the ̂Reconstruction and Conditional Sale
Agreement and the Lease have been duly authorized,
executed arid delivered and are legal and valid
instruments, binding on the parties thereto and
enforceable in accordance with their respective' ' ' ' ' ' '



( i i f ) : the: tease As^ ig runen t ahd th^ Consent
have b<ben duly author izedi executed: arid delivered
and are leej al > ; y al id '\ and* binding ins t r urn en t s ;

; : 7f ( iv) upbri settlement for units of Equipment
pursuant to arid In: accordance with the Reconstruction
and Corid it ionai Sale Agreement , the Agent will have
a valid security interest in such linits;

•:; (v) the Reconstruction arid Conditional Sale
Agreement, the Transfer Agreement, the Lease, and
the Lease Assignment have been duly filed arid
recorded with the Interstate Commerce Commission
in accordance with Section 20c of; the Interstate
Commerce Act ; and- no other filing or recordation
is necessary for the protection of the rights
of the Agent therein or in the Equipment in any
state of the United States of Americ.a or the ,
District of Columbia; .-. -^ '-.'.H..'-'' . /V-'-'' •• •••'•'/: •..-- *..'.•"

rib; authorizatiomror apprpya Jfrbm any
goyernmerital orV public :body;:i or author Ity'|of the
United States of America, or of any of the States
thereof : or the District of Columbia isy to the
knowledge of said counsel, necessary for the;
executibn, delivery and performaricebf this Agree-
menty the; Reconstruction arid Cond it ibrial Sale
Agfeemerit, the Lease, ;\-th'e Lease Assignment or the
Consent; ' : . ' : ' " ' ' " • ' : ' • ' • ' : " : : : ' - " .'••?.•' '" '/ • : ' ' " ' •• '

(v II ) urider the circuins tances contemplated by
this Agreement it is not necessary to register the
Reconstruction and Conditional Sale Agreement or
the certificates of interest delivered pursuant
hereto under the Securities Act of 1933, as in
effect on the date of such opinion, or to qualify
the Recoris t r uc t ion and Co nd it iorial Sale Ag r eemeri t
or any other instrument or agreement contemplated
hereby or thereby under the Trust Indenture Act
of 1939, as in effect on the date of such opinion;' ' ' ' ' ' '

(vi i i ) the legal opinions referred to in sub-
paragraphs ( b ) , ( c ) arid (d) of this Paragraph 6
are satisfactory in form and scope to said
special counsel and that in their opinion the
Original Investor, the Agent and they are justi-
fied in relyirig thereon; ;_



and as to sudh otĥ r matters incident to; the transactions
contemplated by this Agreement as the Or igihal • Iriy.es tor
may reasonably request./ ^, .'•'•';- •••:>'[ • k̂ ;''/" •";-' ; T . . •' .'•'.' '•"'•

(b) An opinion of counsel for the Owner Participant,
dated as of such Pate '6£ Deposit,; to jthe "effect set forth
in clause (ij o£ subparagraph (aH of "this ̂Paragraph 6, in
so far as such jmatters ieiate to the Owner: Participant,
•and to the fur;th^er>, effect tha;t:::"; .•••• ;;?v •/•:>•' .V ''/-" .;': •'•' ' '" ••- ' '•

(i) the Owner Participant is a corporation
duly incorporated, validly existing, and in good
standing under the laws of its State of incorpo-
ration; :; :•'•.;• :- -' : :-- ,'• - ' '•• '•.."••'•: : -.'-,'•. •:•'.''.::

(ii) no mortgage, deed of trust or other lien
of any nature whatsoever '•' np.yi 'in existence which
now covers or affects or which may hereafter cover
or affect, any property or interest therein of
the Owner Participanty how attaches or hereafter
will attach t^bth^Equipme^
o^r will affect lad versĵ ly the right, jti tie" and inter-

of th1e\ A^eftt thereinr and /; ' '̂.*;\ :'']'.̂  "'•''.. ;'i':: ' . •

(iii) the Trust Agreement hak been; duly authb-
ex^cutedVahd deiiyered\by the 'Owner Participant

and, assuming due ^ authorazatibn>/execution -and delivery
: by the Own er Trustee/ is a legal and valitl instrument

binding oh the 'Owner Participant.; ;/

(cj An opinion of counsel for the Owner Trustee
dated as of such Date of Deposit to the effect that:

(i) First Security Bank of Utah, National
Association is a national banking association duly
organized, validly existing and in good standing
under the laws of the United States of America;

(ii) the Trust Agreement has been duly autho-
rized, ̂ executed and delivered by First Security
Bank of Utah, National Association and, assuming
due author izat ion, execution and delivery by the
Owner Participant, the Trust Agreement is a legal
and valid instrument binding upon the parties
^thereto and enforceable against the parties thereto
in accor dance with its terms and createis a valid
trust under the laws of the State of Utah;
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(iii) this Agreement, the Reconstruction and
Conditional Sale^Agreementr the Lease, the Hulk
Purchase Agreement; the -Transfer Agreement and
the Lease Assignment';• have' been duly authorized,
executed and delivered by the Owner Trustee and,
assuming due authorization, execution and delivery
by the other ;pafties thereto, are legal and valid
instruments binding upon the partiesvthereto and
enforceable; against the^parties thereto in accordance

.-• -! With their term's; • ^ .. •.-, 'V:;. "••.-• ••••':V •'•••''.•";

* r(iy),;no authorization or approval from any
governmental or public body or authority of the
^United Statesof America, or of the state of, Utah
Is, t<^the knô ^
fpr; the"execution, delivery and: performance of

; ! the documents referred to in the preceding clause
(ill) by the Owner Trustee or in the preceding

•'':. clause ( i i) by First '.Se.cu'r 1ty Bank of Utah, National
Association; and

: (v) iPirst Security Bank of Utah, National
Association has %he corporate power, 'authority""^;''
and legal right to carry oh its business as; now '
conducted^'' a'nd is duly authorized and empowered
to execute ahd deliver this Agreement, the Lease,
the Reconstruction and Cbnditibnal Sale Agreement,
the Hulk Purchase Agreement, the Transfer Agreement
and the Lease Assignment, and to fulfill and comply
with the terms, conditions and provisions hereof
and thereof.

(d) An opinion of counsel for the Lessee, dated
as of such Date of Deposit, to the effect set forth
in clauses (i) , (.ii), (iii) , (iv) , (v) and (vi) of sub-
paragraph (a) of this Paragraph 6, in so far as such
matters relate to the Lessee, and to the further effect
•that:',; :--.':'• ";..: :;.:':̂ ,.',•:-/:.:•,;''?;':': .:•':. :̂;-..>.',,::::.-.: '.'"•v. ,'"::; ''-•;' -^ ' ' .'

(i) the Lessee is a, corporation duly incorpo-
rated,^ validly existing and in good standing under
the laws of the Commpriwealth of Kentucky and is
duly qualified to do business and in gbbd standing
in such other jurisdictiQns in which the business
and activities of the Lessee require such qualifica-' ' ' '
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(ii) neither the execution and delivery of
this Agreement, the Hulk Purchase Agreement, the
Lease or the Consent nor the corisummat ion of the
transactions herein and therein contemplated or
the fulfillment of, or compliance with, the terms
and provisions hereof and thereof will conflict with,
or result in a breabh of, any of the terms, condi-
tions or provisions of the certificate of incorpo-
ration ( as amended) or the ; by-laws ( as amended)
of the Lessee or of any bond, debenture, note,
mortgage, indenture, agreement or -other instrument
to which the Lessee is now a party or by which
it or its property may be boundv or constitute
(with the .giving of notice or v the vpassage of time
or both) a default thereunder; ;v , ,

(iii)- neither the execution and delivery by f v - v ;
Lessee^ of this Agreement, the ijBulk Purchase .

Agreemen€, the Lease or the Consent nor the con-
s^matiori of the transactions herein and therein
contemplated nor the fulfillment of, or compliance
with, the terms and provisions hereof arid thereof
will conflict with, or result'in a breach of, any
of the terms i conditions i or provisions of any^law,
or any regulation, order, injunction or decree
of any dour t or governmental instrumentality; and

( iv) no mpftgage, deed ̂ pf trust or^dtheir lien
of any nature whatsoever which now covers or affects
any proper ty or interest therein of the Lessee, now
attaches or hereafter will attach to the Hulks or
the Equipment being settled for on or prior to the
date of such payment or in any manner affects or
will affect adversely the right, title and interest
of the Owner Trustee or the Agent therein; provided,
however , that such liens may attach to the rights
of the Lessee under the Lease in and to the "Equ'ip-" '' '"' ' ' ' '

(e) An opinion of counsel for the Builder, dated
as of the first Date -of Deposit, to the effect that
(i) the Builder is a duly prganized and existing cprpo-
ratiori in good standing under the laws of its jurisdiction
of incorporation arid has the power and author ity to
own its properties and to carry on its busiriess as now
conducted arid (ii) the Re const ruction $rid jCoriditionai
Sale Ag r eeraen t has been diuly author ized , execu ted and
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delivered by the Builder and, assuming due authorization,
execution and delivery by the other parties thereto,
is a legal and valid instrument binding on the Builder.

(f) A Certificate of an officer of the Lessee,
dated as of such Date of Deposit, to the effect that
the Lessee is not in default under, and to its knowledge
there is no event which with the passage of time would
place the Lessee in default under, this Agreement, the
Hulk Purchase Agreement, the Lease or the Consent and
to the further effect that the representations and

; •: ^warranties "of the Lessee contained in Paragraph 3 hereof
are true and correct;as ofythe date of such-certificate
with the same effect as if made on rsuch date. -•/••

/ {<?.•)•.. A Certificate of an officer of the Owner Par-
ticipant, dated as of such Date of Deposit, to the effect
that such Owner Participant is not in default under this

; Agreement, or; the Trust Agreement and;!.to/the further•
.'; effect tjiat;no federal tax liens (including tax liens
;: filed pursuant" to ; section 6323 of the United Vstates ;',,..

/Internal Revenue Code of 1954,* as amended) or, to the
best of the knowledge and;belief;of the OwnerPartici-
pant, other tax li£hs havei ;beeh filed;and are^currently
in effect against the Owner^Participantwhich could
adversely affect the interests of the Agent in the
Hulks, the Equipment or the Lease or the rentals 6r
other payments due or;t6 become due thereunder;

In giving the opinions specified in this Paragraph 6, counsel
may qualify its opinion to the effect that any agreement is a
legal, valid and binding instrument enforceable in accordance
with its terms by a general reference to limitations as to
enforceabiiity imposed by bankruptcy, insolvency, reorganiza-
tion, moratorium or other similar laws affecting the enforce-
ment of creditors' rights generally. In giving the opinion
specified in subparagraph (a) of this Paragraph 6; counsel
may rely (i) as to authorization, executipn and delivery by
the Builder of the documentsT executed by the Builder, on the
opinion of counsel for the Builder and (ii) as to any matter
governed by the, 1 .aw of any jurisdiction other than the-State
of New York or the United states, on the opinion of counsel
for the Owner participant, the Owner Trustee, the Builder
or the Lessee as to such matter. In giving the opinion
specified in clause (ii) of^subparagraph (b) of this^ Para-
graph 6, counsel may rely on the ppinion of the general
counsel for the Owner Participant. :
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••?'.-y The^Owner Trustee's obrigation to purchase and
payj for fito^ Date
under • subparagraph (b) ;of the •th'lrd paragraph of ̂ Article: 3 of
the Recpristruction arid; CpndItional Sal e Agreement (and the
Owner Participant's obligation to furnish to the Owner Trustee
funds for that purpose under the Trust Agreement) shall be
subject to the receipt, prior to the first date of delivery
Of any IHulk under the Hulk Purchase Agreement (such date
being hereinafter called the First Delivery Date) of opinions
of counsel "and a certificate, dated on or not more than ten
days priorVto the First Delivery Date, to the same effect
as the opinions and certificate set forth in subparagraphs
(c), (d), (e) and (f), respectively, of Paragraph 6 hereof
^unless waived:by the Owner Trustee by written -notice to
the iBuilder and the Agent ;on pr pr ior to the Fir:st Del ivery
Date) and to the receipt of ̂ all items to be delivered pur-;;
suant to the eighth paragraph of Article 3 of; the RecOn- •;
struction•andI Conditional Sale Agreement^ i * :

; The Lesseer shall furnish the Agent, the Owner V
Trustee ^nd the; Owner Participaht: three days' prior written
notice of 'such First 'Del ivery bate which notice may be waived
by tn̂ e Agfent, ;the Owner Trustee and the" Owner Participant.

:;8. So long as, to the actual knowledge Of the
Agent, the Lessee is not in default under this Agreement,
and no event of default or event which with lapse of time
and/or demand provided for in the Reconstruction and Con-
ditional Sale Agreement or the Lease could constitute an
event of default under the Reconstruction and Conditional
Sale Agreement or an Event of Default under the Lease shall
have occurred and be continung (any such default, event of
default or event being hereinafter called a Default)'; the
Agent will, upon the written direction of the Lessee, invest
and reinvest (whether through outright purchase or repurchase
agreements) the moneys deposited with it pursuant to Paragraph
2 hereof in such of the following as may be specified in such
direction: ,-(i) direct bbllgations of the United States of
America or obligations for which the fvall faith and credit ,
of the United States of America is pledged to provide for
the payment of principal and interest, or (ii) certificates
of deposit or banker's acceptances of domestic commercial
banks haying total assets in excess of $1,000,000,000, in
each case maturing in not more than 90 days :from the date
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of such inyestmerit and hot later than October 15,1976 (all
such investments being hereinafter called Investments).
The Agent shall, not purchase any investment at a price
exceedlhcJK tlie par"value thereofand shall hot sell any
Investment prior to maturity if the proceeds of such sale
(including'interest received on such investment) shall be
less than the cost thereof (including accrued interest)V
Upon any sale or payment at maturity of any Investment/ the
proceeds thereof, plus any interest received by the Agent
thereon, shall, unless reinvested as permitted by this
Paragraph 8, be held by the Agent for application pursuant
to the second paragraph of this Paragraph 8. If such proceeds
(plus such; interest) shall be less than the cost (Including
accrued interest), of such Investment, the Owner Trustee will
pay to the Agent an amount equal to such deficiency. Any
payment in respect of such deficiency shall be held and applied
by the Agent in like manner as the proceeds of the sale of
Investments.' / ,.••; ,'. ;/•*.'...';;;'., :.' -:.';V."."- '." . ';,;- '',.'..•.':.- •." . .; •.• '•:•''

.'.-''•...'.". Subject to the terms and cprtditicinsi hereof,; upon
each delivery .toythe'-Les.spr\-uriders\the:;'liecahsibfpctipn

:'"and//
Conditbnal Sale Agreement of a; Group (as therein defined)
of the Equipment .and; the receipt by the--Agent of., the delivery
papers with respecit; ̂hereto -to be vdeliyered by the BuHder
and the Lessee in accordance; withifArticle 3 thereof r the
Agent will; onteach^Ciosing Date (as defined in the" Recoh-
structiprt ^hd: Gonditpnal Sale Agreemeht) ':':"'• ;

(a)pay^ to the Lessee and the Builder/ as their
interests may appear^'in?accordancei with the Recon-
struction and Conditional Sale Agreement, out of moneys
paid to the Agent pursuant to Paragraph 2 hereof and
then on deposit with the Agent an amount equal to the
Conditional Sale Indebtedness with respect to such Group;

;'. and';- •. ../. .''./• •'.. .:-.•- ''..'..• :
:., . .'', . .' " '"•-.'; . ' " • ' - ' . •

(b) if such moneys then on deposit are insufficient
to make such payment, promptly;''.upon, receipt of notice-
of closing with respect to such Group under the Recpn^
struction arid Conditional Sale Agreement and subject
to the provisions hereinabove set forth in this Paragraph
8, sell such portion of the(Investments as >. together
with such moneys:, may be necessary in order to provide

^ sufficient funds for such payment and use suchmoneys i
and the funds .so derived, tbgether with interest received
on the investments arid sny deficiency jpaidiby the Owner
Trustee as contemplated1 by^the firstjparagraph of this
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/Paragraph 8 and held by the Agent , to make such payment
to the Lessee; and the Builder required to be made on
such Closing [Date i pursuant to the Reconstruction and" ' ' ' " " ' ' ' ' " '

; Ify oh the earlier of (1) the last Closing Date
occurring under the Reconstructipn and Conditional Sale
Agreement, (2) October 15, 1976, and (3) the date of any
Default as to which the Agent has actual knowledge ( the
earlier ; of said^dates being, hereinafter called the Cut-Of f
Date), the /aggregate Conditional Sale Indebtedness will be
less than the amount theretofore ideposijted with the Agent
pursuant to Paragraph 2 hereof (less any amounts prepaid
pursuant to Paragraph 9 hereof) (the amount of said differ-
ence being hereinafter called the Surplus Deposit) , the
Agent will promptly ,{i) .notify the .Investors thereof, (ii),
sell all Investments then held by the Agent as promptly as
possible and (iii) apply oh the Cut-Off Date (or as promptly
/thereafter as possible) (a) the balance of the funds on
deposit with the Agent pursuant .to Paragraph 2 hereof and
(b) all proceeds of the sale of Iriyfestiments and interest
received by the Agent on Investmehts/ together with any
deficiency paid by P^e '.-9V̂ e.r, Trustee as contempiated by
the first 'paragraph of this Paragraph 8 and moneys paid
to the Agent; pursuant to the ! last paragraph of this' Par agraph
8 to the pro r a.t.a r epaymen t of a portion of the investments
made by the Investor $ her eunder without premium to the extent
of the amount of the Surplus Deposit arid1 to vthe- payment of
interest on such repayment as provided in the next succeeding
paragraph hereof, against surrender by each Investor to the
Agent of the certificates of interest theretofore delivered
by the Agent in respect of which a repayment is to be made,
as hereinafter provided, for new certificates of interest
acknowledging each Investor's actual investment in the aggre-
gate Conditonal Sale Indebtedness (and a new schedule of
payments reflecting such investment) . Each investor, at
its option, in lieu of surrendering its certificate or cer-
tificates of interest as provided in the immediately pre-
ceding sentence, may make appropriate notation on such cer-
tificate or certificates of interest of repayment of a portion
of its investment and notify the Agent and the Owner Trustee
in writing that such notation has been made> Any remaining
balance of such funds and proceeds and interest thereon
received by the Agent shall be paid ̂ by the Agent to the
Lessee so long as the Agent has no ac'tual notice of a
Default.' .•: ,'• .'..;; ',''••:•.'•''• , '•'.•'' .-..--.' .:.- ':.' '•">•; > ,';:, •' . '• •
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J ; ;Th-e.;Owner Tjrusteie will pay to the -Agent such amounts
as wil l jenabie the Agent to pay to the ,Orig inal Investor the
following ampunts on each of the following dates: (a) on the
Cut-Of f ;;Date; (or as promptly thereafter :as •practicable) , an
amount; egual to interest j a t j t he ;rate of 10-1/4% per annum on
the Surplus Depp sit/ -if any, repaid to the Or igihal Investor
pur suant to the immed lately' preced ing paragr aph for the per iod
from the Origihal Investor's Dates of Deposit; to the date of
such repayment; and (b) on April 15, 1976, and October 15,
1976, as the case may be, such amounts, if any, a s / w h e n
added to the interest received by the Agent under the Recon-
struction and Conditional Sale Agreement on-such dates, will
enable the Agent -to pay -to. each Investor .an amount equal to
interest :at the rate of 10-1/4% per annum on the unr.epaid
invesbment of the Original Investor from the later of its
Date of Deposit or the last preceding interest payment date
t o such date. ' • . , ' > ' • • . ' < , . • - , • • . . - • ' • " - . ' • . ' ' " ' ' ' • ' . ' . . - ' . • • : • • • ' . . • . • . • / ' • . • ' • : • - . '

' ; ; 9;.; ;Trtve^ Agent ^will accept payments iriade. to it by
or for the accburit; of the Owner Trustee pursuant to the
Reconstruction and Condi Sale Agreement on account
of the principal of or interest on the Conditional Sale
Indebtedness arid will apply "such payments promptly f i r s ty
to the prp rata payment ^f interest ^payable to the Investors
on the ir respec t ive inter ests in the Cond it ioriai Sale I ridebt-
edrtess, and second, to the pro rata payment, df their respective
interests in the instalments of Cpriditioriai Sale Indebtedness
in the order of; maturity thereof until the same shall have
been paid in - fu l l . ; - ; - ; ^ . v . - . - • * • • • - : - - • ; ; ' " - ' . ' : ' ; ' ' . • ' ' - • • . - • ' ' • " " • - . - • • • • ' ' ' . . '

The Agent will accept all sums paid to it pursuant
to Article 6 of the Reconstruction and Conditional Sale Agree-
ment with respect to Casualty Occurrences (as therein def ined)
and will apply such sums to the j>ro rata prepayment of each
of the instalments of the aggregate Conditional Sale Indebted-
ness remaining unpaid (in proportion to the principal amount
Of aggregate Conditional Sale Indebtedness represented by .
each stich instalment), wi thout pr em turn, together wi th in ter -
est accrued and unpaid on such prepaid Conditional Sale Indebt-
edriess and will distribute such prepayment and interest-thereon
pro rata among the investors in accordance with their;:; respec-
tive interests in the instalments of Conditional Sale Indebt-
edhess being prepaid. The Agent will furnish to each Investor
a revised schedule or schedules of payments showing the reduc-
tion of such holder^s interest in the instalments of the
aggregate Conditional Sale indebtednessi remaining unpaid
and the interest payable therison.
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Notwithstanding anything to the contrary contained
herein, if a Declaration of Default (as defined in the Recon-
struction and Conditional Sale -Agreement) : is in effect; all
moneys hel<3:̂ by or comihgirito
Under th£ Reconstruction and Conditional Sale Agreement or
the Lease applicable to the I '.-payment or prepayment of Condi-
tional Sale Indebtedness or interest thereon (including;
without iimitatiohy: the 'net proceeds of any repossession
and sale or lease of any unit of the Equipment after deduction
of all expenses, includ ing reasonable counsel fees, incurred
by the Agent in connectipnl with such repossession and sale
or lease. or otherwise hereunder in connection with the Recon-
struction and Conditional Sale Agreement which -shall not
theretofore have been reimbursed to the: Agent by ; the Owner
Trustee pursuant to the Recphstruction and Conditional Sale
Agreement) immediately shall be distributed by the Agent
pro r a ta among :• the Investor' s in accordance with their respec-
tive interests iri the Cbnd it iphai, Sale indebtedness thereunder
at the time ''of. such distribution and the Agent shall otherwise
take\ such "action "as is refer r^d to in this • paragraph 9 .

, All payments toT Be > made ! by the Agent hej'eunder :
shall ( siib jec t • ;to; timely ' r eceip;t by [the .Agent of ;ayarilable
funds)/ be made by check (mailed ;td the ̂ Investor s oh the i ;date
such payment is due or, upon wr-itteri request of any Investor ,
by bank wire to such Investor at such address as inay be
specified '•'to; 'thev''Agenfc"''iri::-wr;iting;.i:;";ii''i;'; ''. ;V̂ .V.\.;^̂ -/-;. .-;;. •''•'•'..' ' ' '••' •."'

So long as, to the;actual knowledge of the Agent,
no Default shali have occurred and be continuing, the Agent
shall be entitled to use its discretion with respect to
exercising or refraining from exercising any rights or taking
or refraining from taking any action which may be vested
in it, or which it may be entitled to assert or take; hereunder
or under the Reconstruction and Conditional Sale Agreement
and the Lease, except as otherwise specifically provided
herein. The Agent shall not incur any liability hereunder
or otherwise in acting upon any notice, certificate or other
paper or instrument believed by it to be genuine and signed
by the proper party br parties, or with respect to anything
which it may do or refraih from doing in the exercise of
its best judgment, or which may seem to it to be necessary
of desirable in the premises, except liability resuitinig
from its own misconduct or negligence; prbvided/ however,
that in case the Agent shall have actual knowledge of the
occurrence of a Default it shail promptly notify the Owner
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Trus tee, the Owner Participant, the Lessee and the Investors
thereof and shall, subject to the provisions of the second
paragraph of Article0 14:of tthe Reconstruct ion and Conditional
Sale Agireementr take -such [action aricL/aissert ;such rights under
the Reconstruction andConditional Sale Agreement and the
Lease as shall be agreed upon by holders of interests total-
ing more than;50% Of the aggregate Cond itional Sale Indebted-
ness then outstanding. In case the Agent is required to take
action hereunder, it shall be indemnified against any 1ia-
bility .or expense/- .including reasonable counsel fees, in
connection with taking such action or asserting such rights
by the holders directing the Agent to take such .action in
proportion to .each holder's interest in the aggregate out-
standing Conditional Sale Indebtedness of the holders agree-
ing, to such action.

The! Agent may;"consult.with legal counsel of its
own choice, • airid oshall; not be'•; uttder any liability for any.
action tfiken or suffered in good faith by it in accbrdance
with th6^ c^inion:of such^counsel. • ' ;

A > Tlie Agent 'will: prpmptly mail or deliver one coun-
terpart or copy-Qf all notices, statements,'documents or
schedules received by it from 'the Owner Trustee or the Lessee
pursuant to the Reconstruction and Conditional Sale Agreement
or the Lease to each Investor. '* ; ^

"̂ ::.;. All notices, instructions/ ̂ directions and'approvals
to be delivered hereunder to the Agent by any Investor shall
be in writing signed by an officer> assistant officer, manager
or assistant manager of such Investor, and the Agent may
rely on any notice, instruction, direction or approval so
signed. ' ' • . • . - . . . • • . . ' • . . ' , • • . . , ; . ' . ' - - ' " • • - . ' . ' . . ' . ' - • - , : ~ ' \ • : ' • '

The Agent does not make any representation or
assume any responsibility with respect to (i) the validity of
the Reconstruction and Conditional Sale Agreement, the Trans-
fer Agreement, the Lease, the Consent, the Lease Assignment
Or any certificate of interest (except with respect to its
own executioh thereof) or any of the matters covered thereby
or (ii) the value of or the title to the Equipment.

In the event of any dispute with,respect to the
delivery or ownership or right to possession of funds or
documents at any time held by the Agent hereunder, or with
respect to title to any unit of the :Hulks or the Equipmerit,
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the Agent is thereby-authorized.and directed to retain, with-
out 1 iabil ity to anyoneVy all or any of sbeh; funds or docu-
ments; or title to such unit; unt̂ .1 such dispute shall have
been settled either by agreement;of the Investors or by final
order,-decree or judgment of a court of competent juris-
d'ic.tiph;•'•;• -'<"-"• ••\;;:'-y'"i'.- "''-̂  , ""'"' ; .V.' "''.'• •';';';.'.'.' /::' "':-./-"-'•;': :.'. •''.-''". •
5 \ ; The!Agent shall be entitled to terminate its duties
arid^responsibilities^ here under by giving written notice to the
Irivestprs that it desires to terminate such duties and .
responsibilities on a date (at least 30 days subsequient to
the giving of such notice) stated in said notice; it being
understood and agreed that the Agent shall also give such
notice if it is directed so to do by the holders of interests
tbtaiing more than 50%;pf the^aggregate^Conditional Sale
indebtedness then outstanding. If, prior to the date stated
in said notice, the holders of interests;total ing more than
5Q% of the aggregate^Cpnditionai Sale indebtedness ;then out-
stahdihg shall have requested in writing that the Agent
assign to a person or institutiOii designated by such: holders
all^righty title" and interest Of the ;!Agerit under the Recon-
struction and ConditionalSale Agreement, the Transfer Agree-
ment- arid the Lease Assignment and in and to the Hulks and the
Equipment and/the Lease, the Agent shall comply with such
request^In the event that such request is not received by
the Agent on Or before the date desighated in said notice,
the Agent shall be entitled to appoint a successor to act
hereunder" (which successor shall be a bank or trust company
located in any state of the United States of America, having
capital and surplus aggregating at least $50/000,000) and to
assign to such successor, subject to the provisions of this
Agreement, all such right, title and interest of the Agent.
Upon such assignment by the Agent to a person or institution
designated by such holders or, in the absence of such desig-
nation, to a successor appointed by the Agent, the Agerit
shall thereupon be relieved of all duties and responsibili-
ties hereunder. • _-::."-

:., '•.'••:. ./•::.''••"•!•'.-.... . "• - •: . .'.

;; , 10. Firstmark Inv;estors Leasing., Inc.> will pay
(i) all the costs and expenses in cpnnectioh with the
preparation, execution and delivery of this Agreement, the
Lease, the Reconstruction and Conditional Sale Agreement,
the Lease Assignment, the; Hulk Purchase Agreement and the
Transfer Agreement and any amendments, supplements or waivers
with respect hereto ;or thereto including the reasohable
fees and disbursements of Messrs. Cravath, Swaine & Moore
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as special ̂ counsel"for:^the Agent, and the.Original investor,
(;ii); the fTeasonablJe fee3 and disbur^ Agent
except those subsequent,to termination-of the tease by the
Agent or attributable to periods during /the continuance of
a Declaration of Defaultunder -the Reconstruction and Con-
ditipnal^;ale:Agr^eement (which sh'all -be paid by the Lessee)
and (iiij; the expenses andi fees in connection with the
arranging of financing[.

11. All documents and funds.deliverable hereunder
to the Agent shall be delivered to it at its address at Two
Hopk ins <Plaza, PvO. Box 2258., Baitimore, Maryland.-21203;,
attention of Corporate .Trust Department., or as 'the Agent
may otherwise specify^ All /documents and funds deliverable
hereunder to the priginal Investor shall be delivered or
mailed to it at its address:set forth in Schedule A hereto,
or as the priginal Investor may otherwise specify. All
documents /and funds ;deliverable hereunder to ; the jLeissor:
shall be; deliver'e^d to; it Vat 'i,ts:. ̂address ;-at 7:9 South,Main

; St-reet f Salt Lake^ Cit^ f Utah :84'1 ll /' >atteri£ipn •',"of;: Trust..'-'
Department. :A1;1 ̂ documents^"ahd f)indsi deliverable hereunder
:to the pwnef Participant shall be delivered or mailed to
it a't':"pn;e /IBM^ plaza, Chicago, illiriois 60611, attentiori of
Vice President, Leasing Division, or as the Owner Participant
may otherwise specify. All documents deliverable hereunder
to Messrs. Gravath, Swaine & Mooreshall be delivered to
them at One Chase? ;Mairihattan'Plaza, ;New York, New ;York 10005.

; 12i ;in the event that the Owner Trustee or.the
Lessee shall have knowledge of an Event of Default under the
Lease or an event of default under the Reconstruction and
Conditional Sale-Agreement, such party shall give prompt
telephonic notice (confirmed in writing) thereof to;the
Agent and to the Owner Participant. :

.',.'; 13.:.-;-" The terms of this Agreement..'and.;ali;;
;!rights

ahd obligations of the parties hereto hereunder shall .be
governed by the laws of the St.ate of Kentucky. Such' ;
terms, rights and obligations may not be changed orally,
but may be changed only by an agreement in writjlng signed
by the party against whom enforcement of such change is
sought. -: •. '•'-• "... ••.'"•• .•':• :•-''•; -'; •- v'- ;;• .'':;\.-'/V--.' .V .'.'-•'.•::' "- ;-'' -. '

: .14. This Agreement may be executed in any number
of couriterpartsV all Pf which togethier shall constitute a ;
single instrument. It shall not be necessary that any cpun-
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terpart be signed by all the parties so, long as all counter-
parts shall be signed by the Agent and thetOwner Participant,
the Owner Trustee> the Lessee "and the Original Investor shall
sigh a counterpart so sighed by the Agent.

IN WITNESS WHEREOF; the parties hereto have caused
this Agreement to be executed by duly authorized officers or
other persons, as of the date first above written.

MERCANTILE-SAFE;DEPOSIT AND TRUST
; COMPANY;- ;" V ; ' *

by

Assistant Vice President

Attest:

Corporate Trust Officer

FIRST SECURITY BANK OF UTAH,.
NATIONAL ASSOCIATION, : *'•

Authorized Officer

80RG-WARNER EQUITIES CORPORATION

Vice President

LOUISyiLLE AND NASHVILLE RAILROAD
'"COMPANY,'":/ :.::\.':;:,'.-;:";:

;;;v'-/ .-'.'.-...' ,.\ .

Vice President
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TEACHERS RETIREMENT SYSTEM
OF ALABAMA,

by

Secretary-Treasurer



SCHEDULE A ; ;•.

• • - • '•'. '•• ' •'•'••. -"••: /: •• . ' • / . • • .;.••'.-. ".'.•"' •••-'••. Date' of
Investor Investment Deposit

Teachers Retirement $ 370,000 January 21, 1976
System of Alabama $,1,254,000 March 23, 1976

$1/918,000 June 28, 1976



BUILDER'S CONSENT AND AGREEMENT

The undersigned, L&N INVESTMENT CORPORATION, a
Delaware corporation, the Builder referred to in the forego-
ing Participation Agreement (hereinafter called the Partici-
pation Agreement)/ hereby (a) acknowledges receipt of a
copy of the Participation Agreement and (b) consents to
all the terms and conditions of the Participation Agreement,

Dated as of November 1, 1975.

L&N INVESTMENT CORPORATION,

by

Vice President
[Corporate Seal]

Attest:


